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AIRCRAFT 
INDUSTRIAL RUBBER GOODS ° 


GOODYEAR DIVERSIFICATION AT WO 


Plastic IGLOO - For Missile Detection 


It's one of the world’s largest fiberglass 
radomes—measuring 68 feet in diameter and 
standing more than 7 stories high. It marks a 
significant contribution to the U.S. Air Force 
Missile Detection Program. 

Built by Goodyear Aircraft, the giant plastic 
radome can be erected or disassembled in 
about SO hours by a six-man crew and can be 
moved by a military transport plane to any 
location. The finished structure will withstand 


winds of 150 miles per hour. 

Goodyear Aircraft is under contract to make 
more and larger installations—exceeding 100 
feet in diameter. 

This rigid radome is but one of the many 
activities of Goodyear Aircraft Corporation 
to meet the needs of national defense. The 
Corporation is only one of the vast network 
of Goodvear facilities making hundreds of 
different products for use all over the world. 


THE GREATEST NAME IN RUBBER 


AVIATION PRODUCTS 


CHEMICALS 
METAL PRODUCTS ° 


FILMS FLOORING ° 


SHOE PRODUCTS 


FOAM PRODUCTS 
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When the postmen of this 
country set forth with mail for the 
owners of the American Telephone 
and ‘Telegraph Company they visit a 
tremendous number of homes. The 
quarterly dividend, for instance, is 
delivered to more than 1,625,000 
share owners. 


Dividends are important to the 
Smiths and the Browns and the 
Joneses and all the other A.T. & T. 
share owners. ‘They are important to 
telephone users too. 


Without dividends on stock and 
interest on bonds there would be no 
investors. And without investors 
there would be no telephone service 
as vou know it today. The money 
thev entrust to us goes into more and 
better service for you. 


The distribution of the A.T. & T: 
dividend to so many people in 22,000 
communities is in itself a factor in 
the over-all economy of the country. 
Yet the total, though considerable, 
is small compared to other sums that 
flow out from the business. 


Last vear, for example, the Bell 
System paid more than twice as 
much in taxes as it paid A.T. & T- 
share owners in dividends. It thus 
provided nearly a billion and a half 
dollars for the support of city, state 
and federal governments. 


Wages, of course, are the biggest 
item. In the Bell Svstem thev are 
billions of dollars more than the 
entire net income of the business. In 


14,500 SMITHS 
6600 BROWNS 
4900 JONESES 


are among the 1,625,000 share owners of A.T. & T. They are men and 


BELL 


women in all walks of life in 22,000 communities throughout the land 


THE POSTMAN RINGS 1,625,000 TIMES with A.T.&T. dividend checks. Women are 


the largest group of share owners and own the most stock. ...In addition to direct owners 
of A.T.&T. securities, millions of other people have an important interest through the hold- 
ings of their insurance companies, pension funds, mutual funds, unions, savings banks, etc. 


1958 Bell Svstem wages totaled over 
3,700,000,000 ... the nation’s largest 
business payroll. 


Thousands of other jobs in other 
companies were made possible by 


our large purchases from outside 
sources. 


Last vear the Bell System’s manu- 
facturing and supply unit, the 
Western Electric Company, bought 
from more than 30,000 firms through- 
out the country. 
were small 


Nine out of ten 
businesses, each with 
fewer than 500 employees. ‘This year 
again we expect to buy over a billion 


TELEPHONE SYSTEM 


dollars worth of raw materials, parts 
and services from other companies. 


It is natural and logical to expect 
big figures in a business that serves 
more than 55,000,000 telephones and 
handles over 200,000,000 calls a day. 


The important thing is to relate 
the size of the figures to the size of 
the need and the job. And to realize 
how the very size of the business con- 
tributes to the prosperity of millions 
of people and the economy of the 
whole country. 


It is an example of free enterprise’ 
at work for the good of all. 
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TRUCK USERS! 


here’s how fo 
“OWN” your trucks 
worry free! 


| 


LEASE... for Profit! 


Use nationalease, the preferred service that doesn’t add to your costs 
... but saves. Saves unproductive capital and management time now 
spent on your trucks. When you lease a CHEVROLET . . . or other fine 
truck ... from the experienced independent nationalease firm in your 
area, you are assured an arrangement which ably 
meets your local service and equipment needs. 

Write us for the name of the nationalease com- 
pany in your area, and descriptive brochure. 


NATIONAL TRUCK LEASING SYSTEM 


Serving principal cities of the United States, Canada and Puerto Rico 


23 E. JACKSON BLVD., SUITE R-7 e CHICAGO 4, ILLINOIS 


..get facts at costof < 
little more than 2¢ | 
per day per truck 


CHART TELLS ALL 


SANGAMO TACHOG RAP graphically 
records starts, length of stops, speed traveled 


A Tachograph on a truck not only “supervises”, but it encourages safer 
more economical operation of the vehicle. A chart is placed inside the 
Tachograph before truck starts on run. All truck movements are graphically 
recorded on the chart (which costs a little more than 2¢ each). At end of 
the run, the chart is removed from the Tachograph, and you have a per- 
manent record of the entire trip. 


For details, mail the coupon for a free copy of Bulletin SU-3. 


Wasner Electric @rporation 


6382 PLYMOUTH AVE. « ST. LOUIS 14, MO, 

Please send a copy of Bulletin SU-3 i 
Address___ 
City & Stote } 
We operate Vehicles wsse-s 


READERS SAY 


The Army & The Economy 


Sir: I hasten to express my compli- 
ments for the thorough and informative 
account of the Army and its activities 

The story, “Defense Is Big Business 
The Army and the Economy,” (Forses, 
June 1) lucidly reflects the status of the 
U.S. Army in the American economy and 
with respect to its defense capabilities 
both for limited and general type wars 
Your articles evidence a comprehensive 
grasp of the complexities inherent in an 
Army dispersed around the globe, and 
with unprecedented responsibilities to 
the people of the Free World. 

As you may know, I have some sixty 
“Civilian Aides to the Secretary of the 
Army” located throughout the United 
States. These gentlemen, prominent 
citizens all, are very important links 
between the Army and the civilian com- 
munities they represent. The Civilian 
Aide capacities in which they serve are 
noncompensatory. 

I think so highly of your fine article 
on the Army that I want to make sure all 
of the Civilian Aides and selected senior 
Army leaders see it. 

Wiser M. Brucker 
Secretary of the Army 
Washington 


Sir: Many thanks for sending me the 
copy of the Army issue of Forses. Now 
that my responsibilities cover all the 
services, I am sure I will find it particu- 
larly interesting. 

I also appreciate having your good 
wishes. I am going to need all the support 
and help I can get, and only hope I can 
do a job that will continue to have your 
confidence. 

Tuomas S. Gates 
Deputy Secretary of Defense 
Washington 


Sir: I have found this issue most in- 
teresting, and congratulate you on the 
presentations of the Army's objectives 
and needs. 

It was a pleasure to assist in your en- 
deavor, and I wish to express the Army's 
thanks. 

MAxwett D. TayYLor 
General, United States Army 
Washington Chief of Staff 


Sir: I read your articles on the Army 
with great interest and wish to thank 
you for your fair and accurate presenta- 
tions. On behalf of the men and women 
of the Army, I wish to express our 
sincere appreciation for a job well done 

I want you to know how much I ap- 
preciated your kind words about me, and 
I hope that I can live up to your con- 
fidence in me. 

L. L. LEMNITZER 
General, United States Army 
Acting Chief of Staff 
Washington 


Sr: I have read with great interest the 
(CONTINUED ON PAGE 52) 
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Oil for the Lamps of Democracy 


In tHE lingo of oilmen, the petro- 
leum industry over the past six 
months has been “blowing wild.” 
Like a runaway gusher that defies 
capping, events that vitally effect 
the oil business—both economic 
and political—have come so thick 
and fast that oldtime oilmen insist 
they have never before known such 
radical change in so short a time. 
Forses’ editors are, in fact, con- 
vinced that the metamorphosis tak- 
ing place’ within 
the oil industry to- 
day is something 
very close to a 
major revolution. 

The underlying 
causes of the revo- 
lution are almost as 
numerous as petro- 
leum’s by-products. 
Some, like the end 
of the 50-50 profit 
split with the oil- 
producing coun- 
tries of South 
America and _ the 
Middle East, are well known. But 
there are other factors, far more 
subtle and complicated, that are 
exercising an even greater in- 
fluence on the shifting tides of oil 
economics. 

Oil Special. For more than a 
month, Forses reporters have gone 
after this story in private talks 
with the leaders of the big Ameri- 
can oil firms and the outside finan- 
cial men who follow their fortunes 
So candidly did they reply to our 
questions that much of what we 
learned is necessarily off-the- 
record. But the sum of our re- 
porters’ findings add up to this 
issue’s eye-opening report on a 
great industry in a state of funda- 
mental change. Those findings 
have vast implications, for the oil 
industry is one of the ultimate 
weapons in the struggle between 
communism and democracy 

Consider, for example, the key role 
the oil industry plays in the finan- 
cial balance of our economy. One 
out of every five dollars invested 
in equity issues on the nation’s 
stock exchanges is invested in oil 
stocks. Six of the nation’s 15 most 
profitable companies last year were 
oil firms. What happens to this 
mighty industry, therefore, must 
intimately affect the plans and esti- 


Inc 70 Fifth Ave 


Drake's Folly 
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mates of every other part of the 
American business community. 
Nor could Forses’ oil issue pos- 
sibly be more timely or topical. 
Next month the industry marks the 
100th anniversary of the discovery 
of the first commerical oil well by 
Colonel Edwin Drake in Titusville, 
Pa. And in Manhattan last month 
the Fifth Oil Congress, consisting 
of a virtual Who’s Who of the 
world’s top oil men and govern- 
ment officials, gath- 
a ered in solemn 
: conclave to consid- 
: 4 er the crossroads at 
which the industry 
now stands and to 


choose the road 
ahead 
Centennial Cele- 


bration. By way of 
a proper posthum- 
ous tribute to Pio- 
neer Drake (who 
spent $3,000 before 
striking Titusville 
oil vs. as much as 
$5 million that a dry hole can cost 
today), President Eisenhower has 
proclaimed August 27 as Oil Cen- 
tennial Day, and the tiny (popula- 
tion 9,000) town of Titusville is 
getting set for the biggest whoop- 
up since “Drake's Folly” blew in 

It ought to be quite a day. The 
Post Office Department will issue a 
4c commemorative oil stamp; greet- 
ings from the governors of 33 oil 
and gas producing states (which 
arrived by oil pipeline last month 
all the way from Corsicana, Tex.) 
will be sealed, along with other oil 
memorabilia, in a time capsule, and 
buried in Titusville—not to be un- 
earthed until the year 2,000 

Playing hosts to the big wheels 
of oildom, Titusville will display 
exhibits of oil America, hold spe- 
cial church services, street dances, 
parades. And next to Drake Well 
Park, original site of the first com- 
mercial well, Titusville will bring 
in a spanking new centennial oil 
well 

In the midst of its very real prob- 
lems, the oil industry itself can 
take heart in the fact that, like 
Titusville, it has survived one cen- 
tury of growth and can face the 
second with confidence. And lest 
any oil man forget, Colonel Drake 
was called “a dreamer and a fool.” 
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The long-awaited St. Lawrence Seaway 
is now open — an historic achievement 
by men of vision, courage and skill in 
both the United States and Canada. The 
grain of the Dakotas and Saskatchewan, 
the factories of the lake states and 


Atomic Energy Division «+ 
Equipment Division + General Products Division 
Power Equipment Division . 


Lake 
Michigan 


Construction Machinery Division « 


Allis-Chnaimers international Division . 


Welland Cana/ 
and Niagara‘ Falls 


Lake Erie 


provinces are nearer markets all over 
the world. Allis-Chalmers products are 
in use over the entire length of the Sea- 
way, serving business, industry and agri- 
culture of both nations. Allis-Chalmers, 
Milwaukee i, Wisconsin. 


Engine-Material Handling Division « Farm 
Hydraulic Division «+ Industrial Equipment Division 
Defense Products Division 
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international Rapids Section 


Dramatic as it is, the St. Lawrence Seaway spot- 
lights only part of Allis-Chalmers partnership 
with industry. The wide range of our products 
is unique in all America motors from 1 to 
120,000 horsepower ... pumps that handle from 
10 gallons to 2 million gallons per minute 

rock crushers that gobble boulders up to 5 feet 


Stairway to the sea — Water from the Great Lakes 
drops a total of 602 feet on its way to the sea 


wide ... tractors for family-size farms or multi 
million-yard earth-moving projects electrical 
generating equipment (diesel, hydraulic, steam 
or atomic-powered)...and hundreds of others 
An interesting new full-color booklet that tells 


more about our company is now available 


We 
invite you to send for it. 


POWER FOR A GROWING WORLD 


Ontario. 
or gas needs of industry | 


It all started with a kerosine lamp 


Today’s commercial jets are powered by the same 
fuel that fed the parlor lamps and farm lanterns of 
only a few decades ago. In fact it was the search for 
this fuel — for kerosine — that gave birth to the oil 
industry 100 years ago. 

In those days kerosine was a new source of abun- 
dant light that replaced the costly and limited sup- 
plies of whale oil for lamps. Today, electricity has 
displaced the oil lamp, but kerosine has again be- 
come the source of abundant and low-cost energy 
for the jet age. Without kerosine, and other petro- 
leum jet fuels, jet flight would be extremely expen- 
sive and perhaps commercially impossible. 


And so it has been for a century in nearly every 
area of industrial progress — petroleum has paced 
the way. From the gasoline that powers the modern 
car to the wash-and-wear suit made of petrochem- 
icals, from diesel fuels and heating oils, farm fer- 
tilizers and asphalt for our life-line of highways, 
petroleum has made possible the way of life that is 


TEXACO 


CONSTANT PROGRESS IN OIL'S FIRST CENTURY 
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America. 


“With all thy getting get understanding” 


FACT AND COMMENT 


We all know about the ostrich. He’s the bird who 
handles his problems on the theory that if he doesn’t 
see the problems the problems won't see him 

This describes the way some of our Congressmen have 
been acting about the problem of the interest on the 
$285-billion national debt. They know full well that 
Uncle Sam can't sell long-term bonds at the 444° rate 
which is currently the legal maximum. But, since they 
don't like the prospect of higher interest rates, they pro- 
crastinate about raising them. As though the nasty prob- 
lem would go away it they ignore it. 

Let's face it. Our Federal fiscal affairs are in a sorry 
state. Uncle Sam, the world’s best credit risk, can't 
borrow a dime in long-term money. This despite un- 
paralleled national prosperity and near-record tax collec- 
tions. Existing government bonds, purchased in good 
faith by investors at 100 cents on the dollar, are selling as 
low as 83c on the dollar today. Savings bonds are being 
Even an 
ostrich would have to admit that this was a problem 


cashed faster than new ones are being sold 


It has fallen to the unhappy lot of Robert Anderson, 
Ike’s able Treasury Secretary, to try 
and do something about this mess. The 
problem is not of this Administration’s 
making. It is the heritage of some 
20 years of wars and reckless spend- 
ing. Yet Bob Anderson, who has in- 
herited the preblem in a very ripe 
state, finds that his hands are tied: on 
the Federal statute books remains the 
law forbidding the Treasury to pay 
interest. The law of 
supply and demand has already re- 


more than 


pealed this statute; existing Treasury 
bonds are selling at discounts which 
raise their yields as high as 4.3°,. U.S. 
government guaranteed mortgage bonds 
are currently yielding as high as 5%. 

So with the situation existing in 
the market place, the 44°, limit is 
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NEEDED: SOME FISCAL SELF-DISCIPLINE 


Treasury Secretary Anderson 


tantamount to forbidding Bob Anderson to sell long-term 
bonds at all. So the Treasury must finance its current 
$97-million-a-month deficit and billions of dollars worth 
of maturing bonds by selling short-term (i.e. less than 
four years) notes. In other words, the Treasury 
is forced to do what no corporation in its right mind 
would do: borrow on a hand-to-mouth basis for long- 
term needs 

A highly technical problem? One of no concern to the 
average taxpayer, investor or businessman? Very far 
from it. For one thing, it is a sorry day for all Americans 
when Uncle Sam's credit is under a cloud. Even more 
important, this use of short-term financing is potentially 
highly inflationary 

Yet we find that many Congressmen and public officials 
don’t want to look higher interest rates in the eye. They 
inveigh against President Eisenhower's request for aboli- 
tion of the interest limit on Treasury bonds. Yet they 
do so without proposing an alternative for facing up to 
that very awesome problem, our national debt 

The way out, while fairly clear-cut, is not pleasant to 
think about. The first step would be to 
abolish the ceiling on interest rates. Re- 
moving the interest ceiling would let 
Bob Anderson get on with the business 
of putting the debt on a sensible basis 
but it would also put him in competition 
with private enterprise and local gov- 
ernments in the limited market for 
long-term money. It would tend to raise 
the taxpayer's bill for interest on the 
national debt. (One of the first steps 
which should be taken, by the way, 
should be to put savings bonds on a 
realistic basis either through a limited 
tax exemption or through higher inter- 
est rates so as to attract once again the 
savings of ordinary citizens.) 

The second and more basic part of 
the solution, of course, is to balance 
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the budget and balance it without any stalling. This would 
keep the national debt from getting any bigger and maybe 
put us in a position to reduce it a bit. It would be tempt- 
ing to suggest accomplishing this by cutting government 
spending. Certainly this magazine yields to no one in 
its zeal for economy in government. But we also believe 
in a well-rounded, adequate national defense, a defense 
(Forses, June 1) which may well cost us more, not less, 
than we are spending now. That leaves only one recourse 
for balancing the budget: higher taxes. 

So you can see why some of our Congressmen are 
playing ostrich about the national debt problem. Higher 
taxes and higher interest rates are not pleasant to look 
at. It is much easier to pass them to the next generation. 

But the buck has been passed about to the end of the 
line. Inflationary recourse to short-term borrowing and 
temporizing on taxes is only going to compound the 
problem. The time for fiscal self-discipline is now. We 
must accept higher interest rates, and perhaps tougher 
taxes as well, if we are to check inflation and clean up the 
longstanding fiscal mess in Washington. 


REMINDER: DONT FORGET TO CGO FISHING 


Summer is now officially upon us and presumably most 
Forses readers have advanced their vacation plans well 
beyond the travel folder stage. For those who haven't, I 
would like to repeat some familiar advice which probably 
cannot be said too often: don't let the pressure of business 

-real or imagined—cheat you of a vacation this summer. 

A noted medical authority prescribes at least a week 
in the winter and a minimum of two weeks in the sum- 
mer for his over-50 executive patients. He recommends 
at least two weeks for the under-50's. As for the execu- 
tive who says he can't spare the time—I can only say he 
must be a poor planner. 

One thing is certain, however, no one can afford skip- 
ping a vacation entirely. Even the indispensable man, if 
there is such a fellow, owes it to his job, if not to himself, 
to take time off for recharging his physical and emotional 
batteries. no good 
either to himself, his job 
or his family if he works 
himself into a breakdown. 

Hard work alone prob- 
ably never killed anyone, 
but failure to vary the 
routine certainly 
make you stale and even 
undermine your health. 
So, if you haven’t already 
planned to do so, get on 
the telephone right now 
and make plans to go 
fishing. 


A summer suggestion 


AN OPPORTUNITY—AND A RESPONSIBILITY 


After carefully canvassing more than 5000 of the larger 
publicly held corporations, the New York Stock Exchange 
has come up with this startling statistic: as of now, some- 
where around 12.5 million people own shares in U‘S. 
business. That works out to one adult in eight or 
roughly one family in every four. Since 1952, moreover, 
according to the Big Board’s survey, the number of stock- 
holders has doubled. “A quiet revolution is reshaping 
America,” is what Stock Exchange President Keith 
Funston has to say of this impressive and rapid spread 
of corporate ownership. 

All this is very good news to those of us who believe 
that a nation of shareowners is the best defense against 
the blandishments of the welfare state and against a 
soak-big-business approach to politics. But the facts 
indicated in the Stock Exchange survey also call for a 
pause on the part of our financial community, a pause to 
ponder the heavy respon- 
sibility this spread of 
ownership puts upon it. 

Most new stockholders 
are putting hard-earned 
money into the market— 
and often doing so with 
Perhaps 
they are staking retire- 
ment security or the edu- 
cation of their kids. Many 
of them remember ap- 


reservations. 


prehensively what hap- 
pened to Dad or Uncle 
Joe in 1929. They are 
going to draw a great 
many far-reaching conclusions from what happens to 
their money this time. 


Sorting out stockholder statistics 


If they lose a good part of their savings in first ventures, 
they are going to come away with precisely the wrong 
impression about the benefits of popular capitalism. This 
could easily happen if neophytes are encouraged to risk 
money on speculative gambles which they do not properly 
understand. Or if they are led to expect that quick kill- 
ings are the regular thing in Wall Street. Or if newcomers 
to the stock market are promised yields and profits which 
sound investing cannot consistently deliver. 

“We must do everything possible,” says Keith Funston, 
“to insure that new shareowners understand the risks 
inherent in stock ownership and approach the business 
of investing in a well-informed and prudent manner.” Put 
another way, Mr. Funston is warning the securities busi- 
ness to turn its newer clients into steady, regular and 
satisfied investors, not just one-shot customers. The 
financial community bears a heavy responsibility for the 
future of free enterprise, a responsibility which, as these 
figures show, is getting heavier every day. Irresponsible 
salesmanship on the part of even a segment could leave 
millions disillusioned and bitter. Remember, it happened 
once before in most of our lifetimes. 
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THE FORWARD LOOK 


New truck swims rivers, climbs 
mountains, floats from the skies. 


Developed by Chrysler Corporation for the 
Army, this aluminum 214-ton-capacity truck 
is light, and yet rugged enough to be para- 
chuted from the air. Even when loaded, it is 
still lighter than empty conventional 214-ton 
vehicles. Fight-wheel drive carries it ovet 
rough terrain with the ease of a tank. An out 
board on the tailgate takes it across rivers and 
lakes like a motorboat. The incorporation 
of commercial truck components makes it 
readily adaptable to volume production in 
existing manufacturing facilities, saving 
costly tooling and millions of dollars for the 
taxpayer. Another example of The Forward 
Look at... 
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THE GREAT PETROLEUM REVOLUTION 


The $60-billion oil industry is going through its greatest period 
of change since old John D. first made it big business. Where 


it all will end nobody knows. 


But as of now, there is even a 


question whether most oilmen are making a genuine profit. 


MANY a paper was read and many 
opinions aired by the more than 6,000 
oilmen, suppliers and foreign digni- 
taries who flocked to Manhattan’s 
mammoth Coliseum last month for 
the Fifth World Petroleum Congress. 
But the speech that excited the most 
comment was one nobody made. Its 
topic: the great revolution in oil. 

Few among the oilmen, a notably 
pragmatic lot, were willing to express 
the situation in quite these terms. 
But when you distilled what was said 
in the privacy of hotel rooms and over 
luncheon martinis, no observer could 
avoid the impression that the oil in- 
dustry was undergoing sweeping 
changes which affected it right down 
to its very foundations. “The oil busi- 
ness is changing,” sighed one veteran 
executive, “and none of us is quite 
sure where it’s going.” 

One thing was certain: it was going 
there fast. At home oil was getting 
harder to find and more expensive to 
develop. In the oil-rich countries of 
Latin America and the Arabian Gulf, 
the local Sheikhs and politicians were 
clamoring for a bigger share of oil 
revenues. (Declaimed Saudi Arabia’s 
Sheikh Abdullah Tariki: “The Arab 
people need this money more than the 
oil company stockholders do.) West- 
ern Europe, one of the industry's 
fastest growing single markets, was 
hungrily demanding more refineries, 
chemical plants, tankers, pipelines and 
service stations. And everywhere 
capital costs were rising at an alarm- 
ing rate. 

Woes—Current & Long Term. All 
these high-octane, long-term woes 
were descending on their heads at 
a time when oilmen were already 
wrestling with a day-to-day problem 
of more than ordinary dimensions. 
Bluntly put, there was too much oil 


around. Up to the 1950s, oilmen 
had always maintained a ratio of 
around 20 years in oil reserves to one 
year’s production. Since 1952, how- 
ever, massive discoveries in the Mid- 
dle East and other foreign areas have 
shot the ratio up to a walloping 40 to 
one. “The world,” sighs Continental 
Oil’s Leonard McCollum, “now has a 
far greater supply of known oil re- 
serves in relation to demand than at 
any other time in recent history.” 
Nowhere was this problem of plenty 
more evident than in the U.S. During 
the month of May, the demand for 
petroleum products rose by 5.7%. 
New supply, however, rose by 11.7°. 
Oilmen thus added no less than 22 
million barrels to their primary in- 
ventories. “To put it mildly,” noted 
James E. Dyer, vice chairman of Sin- 
clair, “the situation is disquieting.” 


DRILLING RIC: 
the price tag: $3.5 million 


July 1, 1959 


Unable to sell as much oil as they 
would have liked, domestic crude 
producers demanded restrictions on 
imports. Result: the quota restrictions 
which curb the amount of the more 
profitable foreign oil which U.S. oil 
companies can bring in. 

Had not all this struck at once, the 
oilmen probably could have taken 
matters in their stride; the industry 
from long experience is resourceful 
and commands immense resources 
But as one top oilman confessed to 
Forses: “I always thought tough 
problems were kind of fun to chew on: 
I wouldn't be an oilman if I didn't 
But this is a little more than I was 
bargaining for.” 

Are Profits Illusory? It was no longer 
even certain whether the industry 
was really making a profit on the 
basis of realistic accounting. In formal 
balance sheet terms, of course, it was 
With profits of $658 million in the first 
quarter of 1959, the oil industry re- 
mained the single most profitable busi- 
ness in the U.S. But more than one 
intelligent oilman found himself won- 
dering whether profits were really 
what they seemed. Most outspoken 
was John W. Brice, president of Jer- 
sey Standard’s Carter subsidiary 
“Our profits in 1958,” said he, “are 
largely from the sale of lower cost 
crude oil found years ago—there is 
little if any profit at today’s crude 


prices in reserves found currently.” 


Brice was not the only oilman with 
this opinion. “It’s quite true,” says 
Albert Nickerson, president of Socony 
Mobil, “the domestic industry is 
barely covering its replacement costs 
at today’s prices and will continue to 
have that problem until prices go up 
again.” 

The economics were simple enough 
It now costs an average $1.35 to find 
and develop a barrel of oil in the U.S.. 
and some oil, of course, costs much 
more. When pumped up, that oil brings 
roughly $3 in the market place. What 
with the cost of pumping it up, it is 
obvious that there is little, if any, profit 
left over for replacing that barrel. 
Only when current production was 
from fields developed in lower-cost 
days could there be a certainty of 
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profit. “In this sense,” laments one 
oilman, “we're living off our fat. It 
can't go on forever.” 

The Only Choice. Things were dif- 
ferent, of course, overseas. Oilmen 
can beat these one-sided economic 
laws by going abroad where develop- 
ment and exploration costs are far, far 
lower than in the U.S. It costs, for 
example, an estimated 54c a barrel to 
find oil in Canada, 24c in Venezuela, 
39c in Africa, and less than a penny 
in the Middle East. 

As a result, such traditionally do- 
mestic companies as Sun, Cities Serv- 
ice, Atlantic and Indiana Standard 
have been spending heavily to locate 
foreign reserves. It is, literally, a case 
of spend-or-die. At Atlantic Refin- 
ing, for example, President Hender- 
son Supplee Jr. never was able to 
pump up more than 52% of the crude 
his refineries needed. Two years ago 
he acquired a tract known as Block I 
in Venezuela’s Lake Maracaibo. That 
one tract completely remade Atlantic. 
Notes Supplee: “Enough oil has been 
found [there] already to .. . give us 
potential self-sufficiency.” 

Where's the Money Coming From? 
But finding enough crude to guaran- 
tee self-sufficiency and then finding a 
market for the new production is in 
itself a terribly capital consuming 
process. Not that oil hasn't almost 
always gulped capital faster than it 
generated it. 

In 1957, for example, oilmen had 
managed to pile up a cash throwoff of 
$7.5 billion. But they spent no less 
than $6.4 billion on expansion and im- 
provement. After paying out a rela- 
tively thin $1.4 billion in dividends to 
stockholders, they found themselves 
with a cash deficit of $800 million 


oil reserves: billion barrels 
oil production, 1958: barrels per day 


REFINERY & TANK CARS: 
all the rules were changing 


which they had to make up by bor- 
rowing or by selling new common 
stock. Even last year, with expansion 
outlays cut to the bone, cash outflow 
still exceeded cash inflow 

But now a new factor had sneaked 
in. As capital costs rose faster than 
capital generation, the big indus- 
try’s return on total capital began to 
shrink. Which raised the biggest ques- 
tion of all: With profitability appar- 
ently shrinking, could the industry 
continue to attract all the capital it 
would need? 

Oilmen have no _ ready answe! 
though they know the question is 
basic. The Chase Manhattan Bank's 
petroleum division estimates that the 
oil industry will need $140 billion over 
the next ten years, exactly twice as 


oil reserves: 20.7 oll reserves: 5 4 


oll production: 2,972,785 


OIL: THE LOGISTICS 


USSR. 
@—__ oil reserves: 24 
- oll production: 2,260,000 


oll production: 73,125 


much as it spent in the past ten. 
Agrees Indiana Standard’s Chairman 
Frank Prior: “In this business you 
have to spend big money.” 

Nor was it any answer to say that 
oilmen should cut back on their 
spending. That way lay even greater 
trouble. Technology was becoming 
more complex—and more costly— 
every day. Drilling was getting more 
expensive and more risky. Oilmen 
also had to worry about what they 
will do when the time comes to re- 
place refineries and other facilities 
built with pre-inflation dollars. Tide- 
water, for example, had to move out 
of its old, high-cost refinery at 
Bayonne, N.J. and build a new one in 
Delaware. The cost $200 million. To 
scrape together the cash to build the 
new refinery, Tidewater had to stop 
paying common dividends in 1955, has 
made no sign of being able to resume 
them. 

Headaches for Newcomers. Then 
there are the costly logistics of get- 
ting the oil to market. No man is 
more familiar with these costs than 
Howard W. Page, a Jersey Standard 
director. Says he: “The capital re- 
quired to provide the facilities to 
move crude from the Persian Gulf to 
Northern Europe, refine it and dis- 
tribute the products is on the order 
of $3 billion for one million barrels 
a day of crude.” Page's chilling after- 
thought: “Without those facilities, 
crude oil is worthless.” 

For the newcomers to foreign oil 
the massive money problem is espe- 
cially pressing. “I think,” says So- 
cony's Nickerson, “they're confronted 
with problems which they didn't 
perhaps couldn’t—anticipate when 
they made their initial capital invest- 
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ARE CAPITAL 


BURNING 


Year by year the capital investment 
necessary to produce a barrel of petro- 
leum products in the U. S. has been 
rising. This would not present any 
serious problem if capital-generating 
cash flow had risen proportionately. 
The trouble is that it has not. Result: it 
now takes oilmen roughly five years 
to recover their capital outlays as 
against roughly four years in 1953. 
Thus the question arises: Are oil com- 
pany earnings as good as they seem 
—or is the industry living in part on 
accumulated fat? 


COSTS 
UP PROFITS? 


Cash return per barrel produced 
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ments.” Cities Service's President 
Burl Watson admits the problem. 
Says he: “Over all we're encouraged 
with our foreign work to date. But it 
takes a while to develop a_ position. 
Remember, we only started exploring 
a few years ago.” 

At the same time, with competition 
rising, the already-established “inter- 
nationals” have not been sitting on 
their hands. At Texaco, Chairman 
Augustus C. Long has taken huge 
steps to integrate Texaco all over the 
world. Even though Texaco al- 
ready the nations biggest oil pro- 


Is 


ducer, Long a few days ago acquired 
had 


Superior Oil, which plenty of 


crude oil but no outlets. In addition, 
he has been strengthening Texaco’s 
hand in marketing, refining and pro- 
duction all over the world. 

Yet at the very time when they are 
forced to lay out money which they 
cannot expect to get back for years, 
the oil companies are being harassed 
from all directions and their profits 
are being squeezed. Their vital de- 


pletion allowances, too, are under at- 
tack. Simply having rich reserves in 
the ground or modern refineries on 
flow, therefore, is no longer enough. 
Hence, the wave of mergers between 
marketeers 
Houston, 


and 
swept 


crude producers 


already 


which has 


Superior and Warren to name but 
three big ones, off the board. There 
simply no longer is a reliable market 
for uncommitted crude, just as former- 
ly there was no dependable profit for 
the refinery that lacked captive crude. 

The Ray of Hope. The industry's 
problems, nevertheless, are very far 
from being beyond solution. If rising 
living standards and growing popu- 
lation give oil demand the kind of 
boost most oilmen expect in the next 
few years, the so-called “glut” will be 
a thing of the past. 

Just when that will happen is one 
of the imponderables which currently 
makes Wall Street somewhat leery of 
oil stocks. One of the Street’s shrewd- 
est oil analysts, J.R. Williston & 
Bean's Maxwell Vos, thinks a real 
pickup is still many months off. Smart 
observers at oil industry-wise Uni- 
versal Oil Products think oversupply 
is going to be a problem for at least 
several years. They also think it likely 
that some marginal refineries are go- 
ing to fall by the wayside. 

Still, an eventual happy ending is 
all but inevitable. A conservative 
guess is that free world consumption 
of oil will rise at least 30°, between 
now and 1965. Obviously if demand 
picks up in that order, the industry 
will be able to ask a price for its oil 
that will assure a fair profit even based 
on current replacement costs. 

But 1965 is still a long way off 
Just how far the revolution in oil 
will have changed the face of the in- 
dustry by then, not even the shrewd- 
est oilmen would care to guess today 


CRUDE PRODUCERS 


OPERATIONS FINANCIAL, 1958 
Est. U.S Est. U.S Est. Foreign 
Oil Reserves Gas Reserves Oil Reserves Est. Foreign Gross 
Total Assets (millions of billions of millions of Acreage Revenues Net Income Pretax Profit 
millions barrels) cubic feet barrels (thousands millions) Per Share Margin % 
$173 560 2,200 60 36,400 $102.8 $3.56 22.6 
Argo 33 98 200 0 0 12.7 2.52 42.6 
Arkansas Fuel 100 95 1,000 0 0 177.0 1.91 45 
Crescent 36 9 200 0 0 16.0 1.00 11.5 
Drilling & Explor. ....... 19 14 50 0 1,250 9.9 40 8.2 
Equity 4 20 700 0 0 2.4 43 30.3 
Felmont 27 11 35 36.5 73 9.1 47 32.6 
General American 78 93 250 10 760 24.6 2.33 28.8 
General Crude 25 88 175 0 0 11.9 1.55 31.7 
Honolulu 92 175 400 60 2,000 40.4 3.16 35.0 
Kewanee 4| 70 35 0 225 23.5 3.17 13.5 
Midwest 41 83 280 0 212 18.9 2.88 46.8 
Monterey 95 60 52 0 0 21.5 1.37 11.6 
Murphy Corp. 74 46 210 23 885 28.2 1.17 9.9 
Reserve Oil & Gas 8 28 25 0 0 3.1 1.02 33.0 
San Jacinto Pet. 36 6 220 180 a 5.8 d .69 — 
Superior 261 370 3,600 450 8 109.8 39.20 15.2 
Texas Gulf Prod. 53 125 600 5 6,315 18.4 0.99 25.8 
Texas Pacific Coal 75 120 570 0 778 23.5 1.61 26.5 
Woodley Petroleum 28 32 50 25 1,525 Ee 3.77 40.3 


1959 
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THE STATISTICAL 
SEISMOGRAPH 


Here. as nearly as it can be 
reduced to figures, is a cur- 
rent seismograph reading on 
the fiscal fortunes of 46 im- 
portant oil companies. 


AS THE statistics clearly show, oil ex- 
ercises a powerful fascination for in- 
vestors,* and has since the days of 
“Drake's Folly” (see Side Lines, p. 5). 
But there are few industries so con- 
fusing to the average Wall Streeter as 
petroleum—and little wonder. You 
can accurately estimate the size of a 
company’s oil and gas reserves, tour 
its refineries and even poke around in 
the washrooms of its service stations. 
But you still will not have accounted 
for the complicated logistics of a busi- 
ness that counts a barrel of crude oil 
locked under the red Texas earth 
worth more than one buried under 
the sands of the Arabian Gulf coun- 
tries—even though the latter may be 
potentially far more profitable. 
Unlisted Assets. The simple fact is 
that the most lucrative of oil com- 
pany assets are rarely the kind you 
find listed neatly on a balance sheet. 
Thus it was last month that the di- 
rectors of Texaco, Inc. offered to pay 


*Petroleum stocks represent 13°) of all 
the value of shares listed on the New York 
Stock Exchange, currently hold 15 places 
on the list of 50 stocks most favored by insti- 
tutions and make up over 15% of the total 


assets of the $14-billion mutual fund industry 


LAYING PETROLEUM PIPELINE: 


the most lucrative assets were not on the balance sheet 


a staggering $765 million for the assets 
of Superior Oil Co. 
neither refineries nor service stations 
It had little in the way of physical 
assets except oil leases and drilling 
rigs. Its total balance 
$261. million 
$16.6 million 

At the very same time, the market 
was placing a value of just $406.6 
million on the far bigger Atlantic Re- 
fining Co. whose conservatively stated 
assets were down on the balance sheet 
at $771 million and whose 1958 net 
was $33.8 million. 

Texaco’s directors are shrewd men 


Superior owned 


sheet assets: 


1958 


Net earnings for 


They knew exactly what they were 
doing in laying out three quarters of 
a billion for Superior, whose assets 
were chiefly in the form of oil locked 
underneath the ground. For, come 
what may, crude oil remains the ulti- 
mate source of wealth in the oil busi- 
ness, and Superior knows crude as no 


one else does. Atlantic's weakness has 


been, not on the balance sheet, but 
in crude oil 
Common Denominators. But the 


arithmetic of the deal does underscore 
the point: you can’t boil an oil com- 
pany down to a simple matter of book 


Here 


value and price earnings ratios 


FINANCIAL, 1958 


CRUDE PRODUCERS 


WHAT THE INVESTOR PAYS 


Per Barrel Per Barrel Per Acre Per $1 
Cash Flow Price Range Yield of U.S of Total of Foreign of 1958 
Per Share 1959 % Reserves Reserves Reserves Earnings 
$9.30 1061/4-863%, 2.2 $1.00 $0.91 $15.44 $25.00 
4.26 405%-35!/, 2.8 0.71 0.71 0.00 14.19 
3.95 3.0 1.35 1.35 0.00 17.67 
1.77 3.31 3.31 0.00 18.50 
1.94 1.8 1.86 1.86 20.90 34.38 
1.20 383/,,-30 1.3 2.25 2.25 0.00 69.77 
1.45 61/4 2.25 0.52 338.44 13.56 
4.97 39 -29!/, 1.1 1.05 0.95 128.34 13.09 
3.97 34 -26!, 3.6 0.59 0.59 0.00 18.06 
5.94 6534-53! 3.6 1.19 0.89 104.09 17.56 
9.08 2.0 0.70 0.70 218.44 15.93 
4.87 40144-3534 4.7 1.14 1.14 448.25 13.06 
6.32 36!/g-27',, 0.0 0.83 0.83 0.00 20.16 
3.08  28%%-22% 0.0 1.19 0.80 62.08 19.87 
1.94 0.0 1.37 1.37 0.00 30.88 
0.21 3.64 0.12 6,449.23 deficit 
149.98 2165-1725 0.2+ 1.95 0.88 93,556.00 43.52 
2.79 34!/,-27 2.0 0.95 0.91 18.82 29.80 
3.71 393%4-27'/7, 3.6 0.89 0.89 137.10 17.08 
6.26 6834-503, 1.0 1.29 0.73 27.16 13.40 


"Stock dividend. 12 mos 


Per $1 

of 1958 

Cash Flow 

$9.57 Amerada 
Argo 
Arkansas Fuel 
10.45 Crescent 
7.09 Drilling & Explor. 
25.00 Equity 
4.40 Felmont 
6.14 General American 
7.05 General Crude 
9.34 Honolulu 
5.56 Kewanee 
7.73 Midwest 
4.37 Monterey 
7.55 Murphy Corp. 
16.24 Reserve Oil & Gas 
50.00 San Jacinto Pet. 
11.37 Superior 
10.57 Texas Gulf Prod. 
7Al Texas Pacific Coal 
8.07 Woodley Petroleum 
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THE INTERNATIONAL MAJORS 
OPERATIONS - FINANCIAL, 1958 
Est. U.S. Est. U.S. Est. Foreign 1958 Total 1958 U.S. % U.S. 
Oil Reserves Gas Reserves ii Reserves Oi! Production Oi! Production Production Gross 

Total Assets (millions of (billions of (millions of (millions of (millions of to U.S. Revenues Net Income 

(millions) barrels) cubic feet) barrels) barrels) barrels\ Refining (millions) Per Share 

Gulf ere . $ 3,430 1,589 6,500 32,990 460.9 115.7 65.4 $2,7694 $10.17 
British Petroleum . 1,589 0 0 49,300 461.7 0 0 2,322.0 0.85 
Socony Mobil _... 3,237 1,131 10,000 6,327 235.4 76.2 38.6 2,885.7 3.24 
Shell T&T . 3,050 600 2,680 4,554 290.5 47.2 65.5 2,852.3 1.88 
Standard of Calif. 2,451 1,570 5,500 12,580 291.4 98.3 55.6 1,559.2 4.08 
Standord (N.J.) .. 9,479 3,675 21,600 24,275 740.2 149.7 54.7 7,543.6 2.62 
Royal Dutch ...... 4,574 900 4,020 6,830 435.8 70.7 65.3 4,278.5 3.91 
1 ee 3,112 2,025 13,200 9,914 365.5 141.4 64.7 2,327.9 5.31 


and on the following pages Forses has 
taken a statistical seismograph read- 
ing of the 46 leading oil companies. 
It is a reading on an industry in a 
state of flux. Values are shifting 
and so are alliances. But insofar as 
oil company fortunes can be expressed 
in common denominators these tables 
attempt to do it. They cannot, of 
course, reflect all the geopolitical, eco- 
nomic, geological, technological and 
management strengths and weak- 
nesses of a $60-billion industry. But 
they probe well beyond ordinary bal- 
ance sheet values. Like seismograph 
readings that oilmen use to help locate 
crude, they provide at least a rough 
fiscal profile of the different com- 
panies and of the values behind them. 

Wealth in the Ground. The first step 
in analyzing an oil company is to go 
right to the source of its wealth: its 
reserves of oil in the ground. Even 
though it is equally important these 


days to sell a barrel of oil as to pro- 
duce it, reserves are still the basic 
coin of oil wealth. The whole price 
structure of the industry rests on the 
barrel of crude, and the fat end of 
the profits still lie within it 

Granted, compiling oil company re- 
serves is no simple matter. Even a 
trained geologist cannot be dead cer- 
tain of his reserve count. At best, he 
is making a well-informed estimate. 
And many oilmen follow a policy of 
keeping their reserves cloaked in a 
mantle of darkest secrecy. 

To compile its own reserve esti- 
mates, Forses’ research staff used 
both company figures (culled from 
annual reports and other company 
documents) and independent geologi- 
cal surveys when available. 

Even then, the job was not easy. A 
few companies newly arrived in 
Venezuela’s Lake Maracaibo still are 
proving up their holdings there. 


Sometimes, Canadian gas_ reserves 
could not be separated from those in 
the U.S. (In most such cases, however, 
Canadian reserves generally are a 
comparatively minor part of the over- 
all figures.) 

The Forses figures are based on 
“net” reserves rather than gross re- 
serves. Reason: the gross figures in- 
clude oil paid out in royalties and 
thus do not accurately reflect a com- 
pany’s true ownership of under- 
ground wealth. Where only the gross 
figure was available, such as a part of 
the holdings of Socony Mobil and 
Texaco, Forses deducted 15°, from 
the gross to compensate for normal 
royalties. 

Three-in-one. The second step in- 
volved in preparing the figures was 
to classify the companies. It made 
no sense to force into one hole such 
unlike pegs as Amerada, Atlantic Re- 
fining and Standard Oil of New Jer- 


Total Assets 


(millions) 
Atlentic ........... $ 771 
Cities Service _........_ 1,286 
Continental 620 
Humble ........... 1,569 
400 
533 
Richfield 41) 
1,648 
Standard of Indiana _... 2,769 
Standard of Ohio . 400 
 — 667 
Sunray Mid-Continent 541 
Tidewater 
Union of Calif. ........ 685 


CRUDE DEFICIT & SURPLUS REFINERS 


OPERATIONS FINANCIAL, 1958 
Est. U.S Est. US Est. Foreign 1958 U.S 
Oi! Reserves Gas Reserves Oil Reserves Oi! Production % U.S Gross 
millions of billions cf millions of millions of Production to Revenues Net Income 
barrels) cubic feet) barrels barrels U.S. Refining millions) Per Share 
561 3,600 296 32.2 46.2 $ 538.1 $3.61 
400 4,500 15 41.9 45.6 1,015.3 4.18 
700 3,000 0 49.8 91.7 596.5 2.41 
3,350 18,000 0 110.0 132.2 1,203.9 1.89 
600 2,300 30 35.0 231.8 271.5 2.45 
650 13,000 164 43.3 54.3 1,066.6 2.45 
430 4,000 40 21.4 35.6 473.4 3.35 
250 900 15 19.6 45. 258.2 5.00 
1,480 6,700 40 110.1 65.0 1,666.0 3.85 
NA 140 NA 12.8 . 144.9 1.99 
625 2,750 155 47.5 30.0 1,190.4 3.23 
340 2,600 0 23.4 130.7 253.8 4.82 
1,700 13,000} 160 101.5 43.4 1,864.0 3.29 
86 650 29 10.9 23.3 388.1 4.82 
774 4,500} 2 38.7 46.7 721.8 2.73 
402 2,200 0 27.1 72.1 372.3 2.14 
637 3,100 13 29.1 41.5 596.3 2.42 
490 2,700 0 32.8 54.6 408.0 3.18 


NA: Not available. *Farmed out refining in 1958 ‘includes Canada 
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FINANCIAL, 1958 

% Profits 

from Eastern 

Hemisphere Cash Flow Price Range 

Est Per Share 1959 

50.0%, $18.23 127'/4-110!/, 
96.0 1.31 
34.6 7.53 
33.0 449 22 
46.7 6.38 52 
27.0 4.89 
33.0 9.06 417/ 
30.0 9.89 87 - T4l/, 


Not available 


THE INTERNATIONAL MAJORS 


WHAT THE INVESTOR PAYS 


Per Barre! Per Barre! Per $1 
of US of Total of 1958 
Reserves Reserves Earnings 
$2.39 $0.10 $10.9 
0 0.03 8.16 

1.91 0.28 13.77 
2.79 0.33 9.91 
2.11 0.23 12.87 
2.98 0.39 19.47 
3.26 0.38 10.97 
2.28 0.35 14.88 


Per $1 

of 1958 

Cash Flow 

$ 6.12 Gulf 
5.30 British Petroleum 
5.93 Socony Mobil 
4.15 Shell T&T 
8.23 Standard of Calif. 
10.43 Standard (N.J.) 
4.73 Royal Dutch 
7.99 Texaco 


sey. True, it may be that the day of 
the specialist company in oil is wan- 
ing, but all oil companies are still far 
from being peas in a pod. 

Actually, there are at least three 
industries dealing with oil. One is a 
natural resource industry, pure and 
simple. The men who drill for oil are 
a unique lot, scientists or adventurers 
first, businessmen second, more at 
home in baggy pants out in an oilfield 
than in pinstripes in a board room. 
Theirs is at once the riskiest and most 
profitable part of the business. 

Then there is the manufacturing 
side of oil, really a chemical process. 
This involves turning crude oil into 
everything from gasoline 


to house- 


hold bug killers and butadiene for 
synthetic rubber. Here the risk is 
less but the capital investment is 


staggering 
Finally, there is marketing which 


covers 


everything from washroom 


control in service stations to getting 
your bug killer a good spot on the 
supermarket shelf 

A few oil companies still specialize 
in one field or another, notably Amer- 
ada among the crude producers, 
Standard Oil of Kentucky among the 
marketeers. But most oil companies 
today are in some combination of the 
three industries, tending to be inte- 
grated all the way from exploration 
crews to service stations 


Some than 


are less integrated 
but so great is the 
breeding these days that the lines are 
On the basis of 
its business last year, Signal Oil was 
almost wholly a producer. But the 
company has been going deeper and 
deeper into refining. So has Ohio Oil, 
which has almost taken itself com- 
pletely out of the crude-oil sales 
business Humble, long the foremost 
U.S 


others, cross- 


not so easily drawn. 


name in production, has been 


stepping up its stake in petrochemi- 


cals. Atlantic Refining and Indiana 


Standard, traditionally crude deficit 
refiners, have been making heroic 


efforts to 
crude 

The Basic Questions. 
tied the 46, Forses’ 
about asking three 
about each company: How big is it? 
How rich is it? What kind of a price 
tag do investors put 
Taken in order the questions cover 

How Bic Is It? 


under 


become self-sufficient in 
Having classi- 
researchers set 


basic questions 


assets? 


on its 
This data is grouped 
the heading of Operations. It 
sheet 


measures the physical size of 


the company: its total assets, the size 


of its oil and gas reserves, the location 


of the reserves, its crude production 


and the volume of its refining opera 
tions 
How Ricu Is It? Under the head- 


ing Financial Forses takes the cash 


measurement of each oil company 
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CRUDE DEFICIT & SURPLUS REFINERS 


WHAT THE INVESTOR PAYS 


Per Barre! Per Barre! Per $1 

Cash Flow Price Range Yield of U.S of Foreign Refining of 1958 
Per Share 1959 % Reserves Reserves Capacity Earnines 
$8.75 5314-435, 4.4 $ .72 $1.37 $5.30 $12.50 
11.89 6434-54 4.4 1.47 39.25 5.16 13.13 
6.34 6934-56, 2.8 1.58 0.00 16.83 23.34 
3.68  68!/,-60 2.3 1.29 0.00 42.11 31.75 
4.70 461/,-395, 3.8 93 18.54 30.39 17.30 
6.17 5234-46 3.7 2.44 9.72 15.52est. 18.88 
6.83 48!/,-40% 3.9 83 8.90 5.36 12.35 
14.24 lll -78Y, 4.4 1.27 21.17 5.01 15.80 
10.67 90!/4-79 2.5 1.62 59.82 11.22 20.52 
4.02 44 -36 2.0 NA NA 0.00 18.47 
10.77 5.0 1.49 6.01 5.50 18.54 
11.04 741/,-62 2.9 1.04 0.00 18.76 12.73 
8.01 52\/,-463, 3.7 97 10.31 6.54 14.02 
11.14 647-56 4.5 3.15 9.33 4.36 11.62 
10.10 6534-59!/, 1.6 334.71 7.13 21.93 
4.65 29 -25'/, 5.1 0.00 10.22 12.03 
7.18 29!/,-21 54 26.33 3.94 10.64 
10.95 501/44 3.9 71 0.00 5.04 13.88 


*Stock dividend 
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Per $1 

Cash Flow 

$ 5.16 Atlantic 
4.62 Cities Service 
8.87 Continental 
16.30 Humble 
9.02 Ohio 
7.50 Phillips 
6.06 Pure 
5.55 Richfield 
7.40 Shell 
9.14 Signal 
5.56 Sinclair 
5.56 Skelly 
5.76 Standard of Indiana 
5.03 Standard of Ohio 
5.93 Sun 
5.54 Sunray Mid-Continent 
3.59 Tidewater 
4.03 Union Oil of Calif. 


Yield 
2.2 
2.9 
4.5 
4.4 
3.1 
~ 
| 
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Out on the blistering sands of the 
Libyan desert, two hundred miles 
south of Benghazi, a drilling crew 
from the Standard Oil Co. (New 
Jersey) struggled and sweated last 
month with the pipe that pushed a 
drill far beneath the ground. At 
5,460 feet, the madly-whirling dia- 
mond drill suddenly hit oil, flow- 
ing at a rate of no less than 17,500 
barrels a day. 

Normally, as any oilman knows, 
one well does not make a field or 
even a commercial success. Nor is 
more oil exactly what the oil in- 
dustry seems to need at a time 
when more-than-ample supplies 
threaten the carefully-preserved 
price structure. 

But there were two things that 
made the Jersey well different. 
With its high, rate of flow, there 
was an extremely good chance that 
it was part of a major new oilfield 
in an area of the world (see map) 


which some enthusiastic oilmen 
feel might yet turn into another 
Middle East. 

Handy to Market. But there was 
another, potentially attractive fea- 
ture about Jersey's new well: it 
was located almost within hailing 
distance of Europe, the oil indus- 
try’s second-biggest market (after 
the U.S.) and its fastest-growing. 
Provided the Algerian rebellion 
could be settled, Jersey and other 
Saharan drillers think they can 
count on laying down Algerian and 
Libyan crude in Europe for around 
60c a barrel less than it costs them 
to ship Persian Gulf crude to 
Europe by way of the Suez Canal, 
that great political question mark. 

So it was no mystery why US. 
oilmen were flocking into Libya. 
Among them were such companies 
as Jersey, Ohio Oil, Amerada, Con- 
tinental, Gulf, Indiana Standard 
and Caltex, as well as such foreign- 
owned companies as Royal Dutch 


AFRICAN INSURANCE POLICY 


Shell, British Petroleum and Com- 
pagnie Francaise des Petroles. One 
of them, the Oasis Oil Co. (oper- 
ator for Ohio Oil, Amerada and 
Continental), has chalked up three 
discoveries, will have five rigs 
probing the desert by mid-summer. 

Sahara Garden. To the west, in 
Algeria, the barren Sahara was 
blossoming with even more oil rigs. 
Though oilmen only started look- 
ing into the Algerian Sahara with 
real seriousness seven years ago, 
the initial strikes by French drillers 
at Edjeleh and Hassi Messaoud 
quickly showed that the desert lay 
atop a veritable sea of oil. With 
5.4 billion barrels of proven re- 
serves already uncovered, Africa 
almost overnight has vaulted into 
the ranks of the ten top oil areas 
in the world. 

Finding its oil, moreover, did 
not entail the massive exploration 
costs of, say, U.S. oil. In the U.S., 


only one exploration well in every 
thousand is “Class A”—one from 
which more than 50 million barrels 
of oil can be extracted. In the 
French Sahara, one in every 22 
wells is Class A. “Of all explora- 
tion bore holes that were drilled,” 
adds Roger Buttin, director of the 
Petroleum Society of French 
Equatorial Africa, “21°, were oil 
and gas discoveries.” 

For American oilmen, going into 
the Sahara is not as easy as enter- 
ing the Libyan desert. The French 
require that they drill in partner- 
ship with French concerns. There 
are manifold risks and headaches 
from the guerilla rebellion. So 
far, however, that has not de- 
terred them. Among the companies 
active in Algeria: Jersey Standard, 
Phillips, Cities Service and Sinclair. 
“If Algeria,” says one oilman, “is as 
rich in oil as now seems possible, 
no oil company can risk being left 
out.” 
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Here is grouped such vital information 
as: How much money does it take in? 
What are its net earnings? Its cash 
flow? The price range and yield of its 
shares? 

Wuat Kinp oF A Price Tac Do In- 
vEsTors Put on It? Well aware that 
the first two questions do not give 
anything like a true measure of the 
value of the underground, geograph- 
ical and intangible assets of the oil 
companies, Forses finally asks a third 
question: What does the investing 
community think the company is 
worth? Expressing the consensus of 
their opinion through the impersonal 
mechanism of the market place and 
backing its opinions with hard cash, 
investors, both individual and _ insti- 
tutional, are willing to pay a certain 
price for a company’s shares. To 
measure this consensus, ForsBes’ re- 
searchers figured the recent total 
market value of each company’s 
shares, then divided the total by oil 
reserves, refining capacity, earnings 
and cash flow. 

Different Kinds of Dollars. Some- 
times, a careful reading of the tables 
will point up startling differences 
even between companies in the same 
category. Wall Street, for example, 
currently pays $19.47 for each dollar 
that Jersey Standard netted in 1958 
The same dollar of earnings in Brit- 
ish Petroleum, however, fetches only 
$8.16. 

Here, again, the Forses tables give 
a clue to the answer. By the esti- 
mates of the research staff, Jersey 
Standard has diversified its holdings 
so well that it counts on the risky 
Eastern Hemisphere for only 27°, of 
its total earnings. BP, not so lucky 
with its huge interests in the Middle 
East, must earn an estimated 96°, of 
its profits from the Eastern Hemi- 
sphere. 

To further refine the statistics, 
Forsss’ researchers limited the tables 
to the figures most pertinent to each 
phase of the industry. It would be 
useless, for example, to know what 
percent of producers’ earnings come 
from abroad; most of their production 
still lies in the U.S. The tables do 
show, however, how much the pro- 
ducers paid for their new foreign 
acreage. 

Shifting Sands. Here, then, emerges a 
detailed statistical picture of the pe- 
troleum industry as it stood in mid- 
1959. With the industry caught up 
in the midst of great economic changes, 
the picture may soon change. But 
even then these figures are useful. 
For to gauge the strength or weakness 
of any individual company in such a 
time of change it is of immense im- 
portance to know just how they 
stand in terms of these basic figures. 
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OIL SUPPLIERS 


HITCHED TO A RISING STAR 


A headache to oilmen the growing capital needs 
of their industry may be. But they bring no pain 
to the $1.2-billion satellite industry that supplies 
oilmen with their drills, rigs, refineries and pipes. 


WHEN the fantastically rich East Texas 
oilfield of Spindletop roared to life in 
1901, it did more than set the oil-and- 
kerosene business on its way to be- 
coming today’s $60-billion petroleum 
industry. In Quincy, Illinois, the ware- 
house of a canny Scot named Robert 
W. Gardner bulged with steam pumps, 
an unsalable aftermath of the depres- 
sion of 1894. Quincy, it so happened, 
was up the Mississippi River from 
East Texas, and this saved the day for 
Gardner. He found that a few minor 
adjustments could turn his white ele- 
phants into mud pumps for rotary 
drilling. Result: Gardner's “old yoke 
boxes” went floating down the Mis- 
sissippi by the thousands, and the 
Scotsman's fortune was made. 

More importantly, thus was born 
petroleum’s great satellite supply in- 
dustry which today accounts for an 
annual volume of nearly $1.2 billion 
and whose technological advances 
more than once have powered the 
growth of oil itself. Robert Gardner's 
improvisation itself laid the ground- 
work for the $64-million-a-year 
Gardner-Denver Co., which still 
floats oil country goods down the Mis- 
sissippi from Quincy. A half dozen 
other large concerns have sprung up 
to compete with it. At the same time 
such huge outside corporations as 
Borg-Warner, Pullman, Inc., National 
Lead, Armco Steel, Youngstown 
Sheet, to name but a few, have 
planted their corporate banners in 
the business. 

Yet in sentiment, as well as in 
economics, the oil goods industry has 
kept much of its original flavor. The 
suppliers remain today as much a part 
and parcel of the oil industry as they 
did in the lean early days. “I like to 
deal with oilmen,” enthuses Gifford 
V. Leece, Gardner-Denver president. 
“When you talk to an oilman, you 
don’t have to negotiate over a piece of 
paper. His word is as good as his 
bond.” 

The Big Parade. But if business was 
still clinched with a handshake, this 
was not to say that the oil supply busi- 
ness itself was still simple. It covered 
a broad range of products and services. 
Such products, for example, as the 
drilling bits which claw through the 
earth, miles of tubular pipe, intricate 
refineries, drilling muds to lubricate 
the bits—even the giant oil rigs 
themselves. 
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The Big Spender. Oil suppliers, of 
course, have more to appreciate in 
their customers than their readiness to 
honor a gentleman's agreement. The 
oilman may well wonder where he is 
going to raise the money for the in- 
dustry’s $6 billion worth of capital 
spending each year. The supplier may 
sympathize with his customers’ prob- 
lems, but in this respect at least they 
are not his; they are, in fact, his great- 
est opportunity. At the rate petroleum 
industry capital spending has been 
rising, and even considering lean years 
like 1958, the Chase Manhattan Bank 
believes that oilmen will have to boost 
their outlays in the U.S. by 70% over 
the next ten years. 

In many cases, the supplier's gains 
have already been staggering. Dresser 
Industries, which makes 80° of its 
sales to oil, has boosted its volume by 


182°, since 1950. Gardner-Denver's 
own sales have increased by 168% 
over the same period. Halliburton 


Oil Well Cementing, which deals pri- 
marily in services for oilmen, has 
brought in no mean gusher of its own 
with a boost of 144%. 


One Dry Hole. Not that the life of 
an oil supplier is without its dry 
holes. Last year oilmen had little in- 


centive to look hard for more oil, since 
they already were swimming in a sea 
of surplus crude. They were also 
loaded with oil field supplies, which 


had been built to enormous heights 
during the Suez crisis. 

Reed Roller Bit, for example. oper- 
ated at a deficit for the first time in 
26 years. Even Halliburton drilled 
into salt water. Its sales dropped 13°>. 
to $169.2 million, and profits 29.6°., 
to $3.38 a share. 

But for an industry with troubles 
of that kind, the oil goods suppliers 
remained remarkably calm. “The 
feeling of the people in this business,” 
says Halliburton’s President Loren B. 
Meaders, “is that the oil industry must 
continue to grow as the worldwide 
demand for energy increases—and 
every scientific report indicates a vast 
increase in that demand for many 
years to come.” 

Meaders’ feeling is shared by 
Dresser Industries, despite the fact 
that its profits dropped 53.5% last 
year. “We've looked at a lot of in- 
dustries,” says Executive Vice Pres- 
ident Rudolph E. Reimer, “and we 
just can't find any which has as bright 
a future as oil supply.” Says a col- 
league: “You don't pack up your rigs 
just because you hit one duster.”. 

Out of the Doldrums. Last month 
this optimism seemed extremely well- 
founded. Domestic demand was up 
and quotas on foreign oil were higher, 
bringing the drillers out of the dol- 
drums. “Well completions,” said 
Dresser’s Reimer, “are definitely in an 
uptrend. We think they may reach 
52,500 this year.”* 

If Reimer is right—and indications 
are that he is—the effects will be felt 
across a wide segment of American 
industry. Pullman’s M. W. Kellogg 
division builds many of the industry's 
huge refineries, brings in a steady 
flow of profits to the parent. Diverse 


*vs.& 10-vear-low of 49,000 during 1958 


customers. 


Return on 
total vested capital 
154-1958 


ONE MAN'S MEAT 


One way to make money in oil is to find it and refine it. Another: make things to sell 
to the oil industry. The very increase in capital costs that has plagued the oil companies 
has benefited the manufacturers of oil industry capitol goods. In recent years the sup- 
pliers have earned a higher return on their invested capital than many of their biggest 
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U.S. Industries became a big oil coun- 
try supplier through its Alexson Man- 
ufacturing and Garrett Oil Tools di- 
visions. 

U.S. steelmakers sell no less than 
7% of their total output to oilmen. 
Two years ago, Armco Steel’s Presi- 
dent Ralph Gray went shopping for 
a captive market for Armco’s steel. 
Gray stopped looking when he came 
to the National Supply Co., whose 
$300-million-a-year volume made it 
the oil industry's biggest supplier by 
far. With over half its sales in tubular 
products alone, National could absorb 
a walloping 1 million tons of Armco 
steel a year. Result: a merger of 
Armco and National last April. 

Room to Grow. For Ralph Gray and 
the other suppliers, much of oil's 
attraction comes from the knowledge 
that it is still, at least partly, a wide- 
open market. More accurate instru- 
ments are needed for finding scarcer 
oil. Stronger tools are needed for 
reaching it deeper in the earth. And 
cheaper ways of bringing it up will 
always command a premium dollar 
from the oilman. The man who can 
make the tools to develop those ways 
also can make his fortune. 

Case in point: Howard Hughes, the 
head of Hughes Aircraft and Hughes 
Tool Co. In 1908, the senior Hughes 
invented a drilling bit which could cut 
through rock. The bit laid the founda- 
tion for the nine-figure Hughes for- 
tune, and the Hughes Tool Co. has 
preserved it to this day. Privately 
held Hughes Tool releases no earnings 
statements, jealously guards all finan- 
cial information. But industry sources 
estimate that its annual revenues in 
the peak drilling year of 1956 (58,000 
completions) came to $120 million. On 
that volume it reputedly compiled 
pretax profits of $60 million—or a 
fantastic 50e on every $1 of sales. 

Another big profit maker: Halli- 
burton Oil Well Cementing. Halli- 
burton provides such oil company 
services as oil well cementing, forma- 
tion fracturing, testing. With no true 
raw materials costs to worry about, 


TESTING THE TURBODRILL: 
a big spender was waiting 


the company has compiled operating 
profit margins over the past ten years 
of 26.2c on every dollar of sales, a 
rate even an oilman might envy. 
Halliburton, moreover, usually has 
shown that profit in good years and 
bad. As a prime supplier of “work- 
over” services, which boost oil out- 
put from old wells, Halliburton is 
less closely tied to industry drilling 
than most suppliers. 

But it was Hughes’ success with 
its drills which sent Dresser’s Presi- 
dent John O'Connor flying behind the 
Iron Curtain three years ago. O’Con- 
nor had heard that the Russians had 
developed a_ successful turbodrill 
which reputedly had seven times the 
penetration rate of the normal drill. 
After six months of negotia- 
tion, O'Connor finally bore home 40 
Russian drills as well as a French 
model. 

So far, however, Dresser has not hit 
the gusher of the senior Howard 
Hughes. “We've got a fine drill ready 
to market,” notes O'Connor, “but as 
yet no bit which can stand up under 
the strain. All our efforts, conse- 


quently, are going into bit design.” 

The High Fliers. At the same time, 
new ways of doing business with the 
oilman constantly are opening up. 
Consider, for example, the infant 
World-Wide Helicopters Ltd., which 
noted the inaccessible jungles and 
swamps in which oilmen tramped and 
started carrying them by helicopters. 
In just seven years, World-Wide has 
boosted its revenues from next to 
nothing to a tidy $2.7 million, and is 
still growing. 

Not all the money in supplies, of 
course, comes from the oilfield. Uni- 
versal Oil Products Co., for example. 
built itself up to $75 million in annual 
sales by developing new ways in re- 
finery processing and _ construction. 
And Chicago’s smallish Nalco Chemi- 
cal Co. made a hit at the Oil Congress 
with a new way of upgrading petro- 
leum distillates. The big attraction 
Nalco claims its process can be put on 
stream for an equipment investment 
of 50c to 75c per barrel of processing 
capacity, vs. as much as $300 for some 
other processes. 

Deeper In. With such opportunities 
continuing to pop up in oil, few sup- 
pliers are worried by the increasing 
competition in making drills and bits 
and furnishing refinery services. “The 
potential profit in these operations is 
high,” says Halliburton’s Meaders 
philosophically. “That’s why there are 
so many people bidding for them.” 

And that, of course, is also why the 
oil industry suppliers have taken their 
1958 reverses so calmly. “We've seen 
these cycles in the oil industry in the 
past,” says Gardner-Denver’s Gifford 
Leece, “and believe me, it always 
comes back stronger than before.” 

Whatever rising capital and operat- 
ing costs might do to the economics of 
oil, they could hardly cut down on 
mankind’s need for it. Which could 
spell nothing but good news for the 
petroleum suppliers. Says Dresser’s 
O’Connor: “We're a growth industry 
serving growth industries—and the 
potential for our products and serv- 
ices is fantastic.” 


PETROLEUM’S PARTNER 


Selling goods and services to the mighty oil industry has developed 
into a major business. Many a major U.S. corporation gets a good 
share of its volume from it and a fair-sized handful are almost entirely 
tied to oil. Here is a statistical snapshot of our big U.S. corporations 
which draw the bulk of their livelihood from selling to the oil industry. 


1958 Sales 10 year Profit per 10 Year 1954-58 Average Price Range Current 

Company (millions) Sales Growth Share 1958 Profit Growth Return on Equ 1959 Yield 

Dresser Industries $225.3 179% $2.14 417 14.5% 45%-39 4.9% 
Fluor Corp. 120.5 260 2.41 76 10.4 2738-1958 5.5 
Gardner-Denver 63.6 209 2.75 73.0 17.7 5638-46 3.8 
Halliburton Oil Well Cementing 169.2 196 3.38 73.3 19.6 712-58 3.8 
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FARM EQUIPMENT 


PLAYING FOR 
PROFIT 


Why be stuffy when you can 
have fun instead? J. Ll. Case’s 
Marc Rojtman finds that par- 
ties pay more profits than 
primness. 


As recently as 1956, the big problem 
at farm machinery-making J. I. Case 
Co.* was where to find enough busi- 
ness to keep its 7.7 million square 
feet of plant space even halfway busy. 
But that was before roly-poly, hard- 
driving Mare Rojtman came in with 
his smallish American Tractor Co. 
and took over, first as executive vice 
president, then as boss. 

By last month, Rojtman had so com- 
pletely reversed Case’s fortunes that 
it was faced with precisely the oppo- 
site problem: how to find the space 
and equipment to fill a $376-million 
backlog, more than twice as much as 
the company had ever produced in 
a single year in its 116-year history. 
Said Rojtman last month, harassed 
but obviously pleased, “We couldn't 
fill it even by working three shifts.” 
In fact, he has no expectations of de- 
livering more than $210 million worth 
this year. 

More and More. Yet even though 
that theoretically leaves him almost 
$175 million behind (agricultural 
equipment is rarely ordered two or 
three years ahead), the imperturba- 
ble Rojtman is calmly proceeding with 
plans that should corral for him al- 
most another $400 million in orders 
before the year is out. 

Even on Wall Street, blasé about 
tales of wonder boys turning ailing 
companies around, Rojtman’s saga has 
won ungrudging admiration. From 
a company going downhill, Case has 
emerged as one of the healthiest in 
the business for one main reason: to 
one of the staidest-selling industries 
of all, Rojtman brought the razzle- 
dazzle of the real estate or movie 
promoter. 

In 1956, Case had facilities, a good 
dealer network, top-grade reputable 
products. But in the dog-eat-dog 
competition among farm-equipment 
makers resulting from the long de- 
cline in farm income, it was going 
backwards with sales of $87 million 
at a nine-year low, and running in 
the red. Rojtman, when he came in 
1957. first did the obvious things: re- 
designed the equipment, reorganized 

*J.1. Case Co. Traded NYSE. Recent price 
22!,. Price range (1959): high. 2654; low, 20 
Dividend (1958): none. Indicated 1959 pay- 


out: none. Earnings per share (1958): $1.12 
Total assets: $222 million. Ticker symbol: JI 
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production techniques, boosted pro- 
duction of his self-designed small 
tractor—and then had himself a party. 

Fiesta in the Sun. It took some talk- 
ing, but Rojtman finally persuaded 
his directors to spend $750,000 on one 
single big promotion. In the dog days 
of winter he airlifted some 3,000 
dealers and potential customers to 
the sunny skies of Phoenix, put on a 
massive display of Case equipment 
in action. The party actually cost 
around $1 million—but brought in 
orders of $154 million, just double 
what Rojtman had expected to get. 

So Rotjman did it again. Last De- 
cember, he put on a $1.4 million party 
at Nassau, in the Bahamas, for 6,000 
guests—and came away with orders 
for $376 million. And right now, he's 
working on plans for next December's 
presumably even bigger fete. “This,” 
smiled he, “will become a_ regular 
feature of our promotion.” 

Gala Profits. And the results are 
showing up in earnings. In the first 
half of both 1956 and 1957, Case ran 
heavy losses. The first party began to 
reflect in 1958 when first half net edged 
into the black with $291,000. Last 
month, when Rojtman announced his 
results for the six months ended 
April 30, net was up $2.9 million, and 
it looked as if last year’s $1.12 per 
share might yet be doubled for all of 
fiscal 1959 (ending Oct. 31). 

As befits a big party-giver, Rojt- 
man is every inch an optimist. He is 
talking of bigger parties and fatte: 
order books for next year. Says Rojt- 
man: “With some retooling, we'll boost 
production to about $325 million next 
year. By 1962 we'll be able to pro- 
duce at the rate of the $376 million we 
took orders for last year.” Capacity or 
not, Rojtman intends to keep on 
razzle-dazzling those orders. It might 
seem like a strange way to run a farm 
machinery business—but it seems to 
work 


CASES ROJTMAN: 
fun for the farmers 


THE ECONOMY) 


NOW IT’S OFFICIAL 


Now that capital goods spend- 

ing is picking up, the recov- 

ery officially becomes a 
boom. 


As BUSINESS perked up its pace during 
the first half of 1959 only one thing 
was needed to turn the healthy re- 
covery into a genuine boom. Capital 
goods outlays (i.e., expansion and 
modernization spending) were lagging 
But by last month, the boom was made 
official. Business spending for capital 
equipment was clearly rising. Private 
capital spending, reported the Depart- 
ment of Commerce, would be running 
at an annual rate of $33.4 billion by 
the third quarter as compared with 
$29.6 billion in the same period of 
last year. 

All this was making no one happier 
than W. Cordes Snyder Jr., president 
of Pittsburgh's machinery-making 
Blaw-Knox Company. Blaw-Knox, 
said he, is getting new orders at a 
rate which “signals that the long 
projected upturn in capital goods 
buying is underway. Bookings of 
short lead time business are at the 
highest rate in almost two years, and 
recent inquiries signify a healthy 
change in the industrial climate.” 

For Blaw-Knox this change in the 
weather has already wafted first-quar- 
ter sales up 19°, (to $45 million) over 
the 1958 period and profits to $2.2 
million, up 34°. “The second quar- 
ter.” Snyder estimates, “should show 
further modest gains.” And analysts 
figure total 1959 sales should be be- 
tween $185 to $200 million compared 
with $167.7 million last yea 

Snyder had no sooner spoken than 
he received support from a_ higher 
authoritative quarte: Martin R 
Gainsbrugh, capable chief economist 
for the well-informed National In- 
dustrial Conference Board, noted that 
capital appropriations by all business 
in the first quarter were up 40‘;> ove 
the 1958 period, the first year-to-year 
rise in 11 quarters. This activity, 
along with other favorable factors, he 
figured. would drive the Gross Na- 
tional Product to a $500-billion rate 
by year end. 

In fact, the signs of a gathering 
capital goods boom left Economist 
Gainsbrugh positively purring. Said 
he: “It may well mark the end of the 
recovery phase of the business cycle 
and the beginning of the next phase 
generally called prosperity. Which 
means,” added he, “we may be enter- 
ing the longest period of prosperity 
we have ever known.” 
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APPLIANCES 


NO DISCOUNT 


Sunbeam’s Bob Gwinn sells 

hard, but it’s the profit, not 

the size of the order, that 
matters to him. 


“AnyBopy who gives away his profit 
is nuts.” Robert P. Gwinn, 52-year- 
old president of Chicago’s appliance- 
making Sunbeam Corp.,* almost spits 
it out. “I just won't accept a margin 
of three cents or four cents as some 
of my competitors do.” 

This was brave talk indeed for the 
head of a company whose products— 
foodmixers, electric shavers, coffee 
makers, toasters—sell in one of the 
most competitive of all consumer mar- 
kets. Such small appliances-—-known 
in the trade as “traffic appliances” for 
their come-on value—have been a 
football for price-cutters, particularly 
the discount houses, and manufac- 
turers have often had to compromise 
on price to get volume. 

No Shrink. But last month Gwinn 
proved he meant it, when he released 
his results for fiscal 1959 (ended 
March 28). The general recession last 
year did trim his over-all volume 
14%, to $90.9 million. But his net 
profit of $8.7 million ($2.78 per share) 
still worked out to nearly a dime on 
every dollars worth of goods sold. 

In fact, with competitors all around 
him complaining about shrinking 
profit margins, Gwinn pointedly noted 
that Sunbeam’s margin had actually 
increased over the 1957 level of less 
than 9°. This in a year when, as 
one appliance retailer put it, “every 
sale had to be a deal.” 

Sunbeam seemed to be about the 
only independent appliance maker 
immune to margin shrinkage. Landers, 
Frary & Clark, of New Britain, Conn., 
which did $37 million last year with 
its Universal brand line of similiar 
products, operated in the red, netted 
a mere 1% on sales in 1957. Schick, 
Inc., which makes electric razors and 
other small appliances also ran in the 
red last year. (GE and Westinghouse 
also make small appliances but refuse 
to break down sales.) 

Gwinn & Share It. For Gwinn, who 
came up as a salesman, the trick is 
simple: “Sell. Don’t cut prices.” Sun- 
beam, like other appliance makers, 
puts “suggested” or “list” prices on 
its goods which allow certain margins 
for its distributors and retailers. Three 
years ago, reacting to discount-house 


*Sunbeam Corp. Traded NYSE. Recent 
rice: 5934. Price range (1959): high, 66',: 
ow, 50. Dividend (1958): $1.65. Indicated 1959 
ayout: $1.65. per share (1958) 
78. Total assets: $72.3 million. Ticker sym- 
bol: SMB. 


SUNBEAM’S GWINN: 
hungry for profits 


pressure, even GE cut its small- 
appliance prices—and in the process 
cut dealer gross margins by about 
11%. But Sunbeam refused to go 
along. Instead Sunbeam insisted it 
would “maintain historical margins 
to our distributors and dealers [who 
also] need enough margin to pay their 
overhead and yield a_ reasonable 
profit.” Attitudes like that keep deal- 
ers on Gwinn’s side, encourage them 
to push his products. 

Nicely, Nicely. In his own industry, 
Gwinn’s tactics arouse envy. Says 
Landers, Frary Controller Edward 
Smith: “Gwinn has done a fabulous 
merchandising job, getting the kind of 
volume that gives low-cost produc- 
tion.” 

Since he managed to do well even 
in a recession year, how were his tac- 
tics doing now with the general pick- 
up? Gwinn, who doesn't like expos- 
ing what's in his till ahead of time, 
just grins, “nicely, nicely.” Or as one 
appliance analyst translates: “That 
means volume is up substantially, and 
margins are at least as good. Which 
adds up to a big profit increase, any- 
way you look at it.” 


MANHATTAN SHIRT’S GEISMAR: 
needs some starch in his own 


TEXTILES 


WORTH 
OF HOPE 


Going without a change for 
ten years, Manhattan Shirts 
Sylvan Geismar hopes that 
extra lic will keep him from 
losing his shirt. 


SYLVAN GEISMAR (pronounced Guys- 
mar), 66, president of New York’s 
Manhattan Shirt Co.,* is a charitable 
man who gives time each day to such 
activities as Boy Scouts, flood con- 
trol, aid to the handicapped, rehabili- 
tation services. But there’s one thing 
Sylvan Geismar will not do: give you 
the shirt off his back. 

Too Much Shrinkage. Last month 
Geismar figured he was getting un- 
comfortably close to such a situation. 
Said he: “For ten years we hadn't 
raised the price of our $4 shirt—a 
basic item in the company’s line. We 
were at the bottom of the heap in 
prices.” Citing dwindling profits of 
his company, Geismar told his 5,000 
customers that starting August 31 
they would have to pay $1.75 more 
per dozen for the $4 shirt and sug- 
gested they raise their retail price 
by 25c a shirt. Said Geisrnar, whose 
company gets half its volume from 
shirts (it also makes sportswear, pa- 
jamas, ladies’ skirts), somewhat apol- 
ogetically: “We need this modest in- 
crease very badly.” 

Taking a firm grip on his well-tai- 
lored shirt, Geismar noted his 3,400 
employes had recently hit him up for 
a 10c hourly pay boost, that cloth and 
other supplies were more expensive. 
Net profit had already sagged more 
than 50°, from $900,000 in fiscal 1956 
to only $420,000 ($1.01 a share) in the 
fiscal year ending June 30, 1958. The 
year that ended last month was ex- 
pected to show some improvement— 
but not much. 

Geismar’s Hairshirt. In the ten years 
since Geismar last raised the price of 
his basic shirt, Manhattan has sold 
nearly $300 million of goods, averaged 
two cents net on the sales dollar, and, 
Geismar wails, at times it’s been as 
little as one cent. Now he’s counting 
on the additional 14.5 cents from each 
shirt to fatten his margin—especially 
since major competitors like Cluett 
Peabody & Co. (Arrow shirts) seem 
willing to put more starch in the shirt 
market by going along with the price 
rise. 

*Manhattan Shirt Co. Traded NYSE. Recent 
orice: 1654. Price range (1959): high, 22%, 
ow, 1514. Dividend (1958): 77'2c. Indicated 
1959 pavout: 70c. Earnings per share (1958) 


$1.01. Total assets: $18.5 million. Ticker sym- 
bol: MSH 
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FOOD CHAINS 


STATE OF THE 
UNION 


The price of growth, Grand 

Union fears, may well be 

eternal vigilance on the part 
of the FTC. 


“We are probably the most rapidly 
growing chain in the country,” Grand 
Union’s* President Lansing Shield 
told stockholders at last month's 
annual meeting in East Paterson, N.J. 
And that, he added painfully, point- 
ing to the recent antitrust complaints 
against National Tea and Kroger, 
doubtless means that Grand Union is 
thus a candidate for FTC scrutiny. 

About the only other sobering note 
at Grand Union's gathering was the 
opening silent tribute to its one-time 
general counsel and director, John 
Foster Dulles. For the state of Grand 
Union had never been better. Last 
year the eighth-biggest U.S. food 
chain opened 49 new stores, acquired 
77 others (bringing its total roster to 
472), added another $75.8 million to 
its sales, bringing them past the $500- 
million mark ($503.7 million) for the 
first time, and rang up its best profit 
($6.5 million) in history. 

Better yet, Shield reported, in 
1959's first 11 weeks Grand Union 
sales, aided by eight new supermar- 
kets (including three Grand-Way 
Discount Centers), jumped 34.2% (to 
$127.2 million), were running at the 


*The Grand Union Co. Traded NYSE. Re- 
cent price: 477,. Price cong (1959): high, 
5654; low, 4642. Dividend (1958): 79c. Indi- 
cated 1959 payout: 90c plus 3% stock. Earn- 
ings per share (1958): $2.37. Total assets 
$124.2 million. Ticker symbol: GUX 


CRAND UNION’S SHIELD: 
a natural move 
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rate of $600 million a year. And by 
next February, Shield promised, 42 
additional markets plus the four 
newly acquired Todos stores. in 
Puerto Rico will be adding to Grand 
Union's gross. 

But Grand Union's sales are also 
likely to be about $100 million less 
than they might be. Last month 
the big chain announced that it was 
pulling out of Canada, selling 38 
stores to Montreal's 70-store Stein- 
berg’s chain. Shield would not say 
how much cash the Grand Union 
stores would bring, but in calling the 
Canadian caper “a natural move,” he 
left litthe doubt that Grand Union 
would use the proceeds for more ex- 
pansion at home. “We believe,” 
added he, “that we now shall be able 
to reach our goal of $1 billion a year 
by 1964 without the need for any ad- 
ditional financing.” 


TOBACCO 


FROM SNUFF 
TO NUTS 


Talk about diversification! 

U.S. Tobacco is now in the 

food business with candy 
bars and canned nuts. 


ANcIENT Rome sought to keep its 
citizens content by giving them bread 
and circuses. Last month, seeking to 
satisfy its own stockholders’ yen for 
growth, U.S. Tobacco Co." gave them 
San Francisco’s Circus Foods. For 
about $1.2 million ($1.75 a share), 
President J. (for Jonathan) Whitney 
Peterson announced, U.S. Tobacco 
had arranged to purchase all the out- 
standing stock (666,125 shares) of 
Circus, whose products include 5c & 
10c candy bars (Love Nest, Full of 
Almonds) and the biggest assortment 
of cashews, canned nuts and mixed 
nuts in the West and Southwest. 

For U.S. Tobacco, the Circus Foods 
buy marks a major milestone. Set up 
in 1911 (née Weyman-Bruton Co.), 
the result of the break-up of the 
mighty American Tobacco empire, 
U.S. Tobacco has never produced 
anything but tobacco products. Some- 
times called “Little Tobacco,” it 
trudged along for 40 years as the na- 
tion’s biggest snuff mill (Copenhagen, 
Bruton, Red Seal) and one of its big- 
gest humidors of smoking tobacco 


(Model, Dill’s Best, Old Briar). Only 


*United States Tobacco Co. Traded NYSE 
Recent price: 249,. Price range (1959): high. 
2634: low, 24. Dividend (1958 $1.20. Indi- 
cated 1959 payout: $1.20. Earnings per share 
(1958) : $1.83. Total assets: $35.9 million. Tick- 
er symbol: UBO 


CIGARETTE INSPECTOR: 
a good thought 


in 1951, and then somewhat tardily, 
did it get into cigarettes by picking up 
the old seven-brand Fleming-Hall 
Tobacco Co. (Sano, Encore) for $3.9 
million. 

Not up to Snuff. Yet while bucking 
the big tobaccos, U.S. Tobacco has 
not been able to add more than $5 
million to its sales in any one year. 
In the past 20 years it has jacked up 
those sales by only 62° (to $29.8 
million), still gets far more than half 
its $3.5-million net from steady, un- 
spectacular snuff. Thus last year 
Peterson asked stockholders to ap- 
prove U.S. Tobacco’s aim to break out 
of its snuff and tobacco shell at the 
first good opportunity that came 
along. Apparently Circus Foods is 
the opportunity. 

The candy & nuts producer will in- 
deed add about $6 million (20°,) to 
U.S. Tobacco’s sales, but last year 
earned only $30,000, or less than a 
half cent on every dollar of sales 
Nevertheless, Sano-smoking Presi- 
dent Peterson calls Circus “strong, 
growing, healthy,” and “confidently 
expects” it to contribute handsomely 
to U.S. Tobacco’s fortunes. If Circus 
stockholders approve the sale, the 
company will become the first division 
of U.S. Tobacco's newly set up USTCO 
Products Co. Aided by Little Tobacco’s 
own cash and plants, the plan is fo: 
Circus Foods to broaden its product 
base and expand distribution outside 
its currently confining 12-state mar- 
ket 

Still, when a Forses reporter asked 
a U.S. Tobacco official to explain the 
strategy behind the blending of to- 
bacco and nuts, the officer replied 
“That's a good thought. They're both 
something that comes out of the 
ground.” 
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LEADING THE WAY INTO THE FUTURE OF STEEL 


AT REPUBLIC STEEL'S NEW RESEARCH CENTER 


In a building that is a living example of the beauty 
and versatility of steel, Republic is taking giant steps 
in its efforts to reduce the unknowns in steelmaking. 
The new Republic Research Center at Independence. 
Ohio, a suburb of Cleveland, is a coordinating hub for 
the company’s many research laboratories scattered 
through its plants. It supplements Republic’s local 
efforts and cooperates when plant laboratories need 
additional work beyond the scope of their equipment. 


The building itself demonstrates, in a single 
gleaming unit, current uses of steel and new appli- 
cations which will undoubtedly become common- 
place in the future. 

The walls are Truscon’s Vision-Vent* with textured 
stainless steel panels. The panels are coated with blue 
porcelain enamel which is burnished to reveal a 
pattern of stainless stars. The panels are separated by 
strips of bright stainless. 


Inside the building are such practical applications 
of steel as movable interior walls; prefabricated flush 
doors; desks, counters, drawing tables of colorful 
plastic laminated to steel and ingeniously combining 
drawers from Republic's Steel Kitchens and office files. 


The front building contains administration and 
laboratory facilities. The rear building is a 420 by 
160 foot development area. This is occupied by pilot- 
and laboratory-sized equipment capable of turning 
crude ore or scrap into finished bars and sheets of 
tomorrow’s still unavailable steels. 


HEADED BY INTERNATIONALLY FAMED METALLURGIST, EARLE C. SMITH 


Director of the Research Center is Earle C. Smita, shown at the left 
with Peter Robertson, Republic Steel's vice president in charge of 
research and planning. Dr. Smith is one of the few Americans 
to be nominated by the Verein Deutscher Eisenhiittenleute to 
AUSWARTIGEN MITGLIED EHRENHALBER. 


Or. Smith hopes to reduce substantially the number of unknowns 
in steelmaking, of which there are still many. His dream is shared 
by Irving Whitehouse, the Center's assistant director. Whitehouse 
is dedicated to changing steelmaking from an art to a science. 
“The day will come before too long,” he says, “when the individual 
steel artist who still adds this-and-that by experience, will give way 
to scientists who will duplicate perfection by the ton.” 
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The new Research Center, dedicated officially this June, 
divides its budget: 30% for development projects expected 
to bear fruit in one to three years; 30% for exploratory 
projects expected to pay off in about five years; 30% for 
the ten-year type of experiment; 10% for pure science, work 
with no currently apparent application. 


This rare 10% is the most highly prized by many knowl- 
edgeable people. Republic foresees that this 10% may well 
be increased under its aggressive programming. 


THE FIRST 30 

Among the projects in the first 30% is the search for a coating for 
steels to be used in the underbody of automobiles. Current work 
includes testing of metallic and non-metallic coatings which can be 
applied to steel sheets, before fabrication by the auto makers. This 
would give the auto industry a better product. 

A project with extensive social benefits is under way to make indus- 
trial areas better living piaces, by developing waste control. Closer to 
home is the deve'spment of a prefabricated storage wall for resi- 
dences. The wall can be made up of any combination of drawers, 


shelves, and cupboards, accessible from either side according to 
the customer's wish. 


THE SECOND 30 
Projects with a five-year maturity rating begin to take on a more eerie 
aspect. By the use of minutely precise equipment, Republic has graphed 
the expansion of steel while it is being heated, and found the critical 
points at which it stops expanding and begins to shrink. Then 
expands again. Republic is now applying a Hot Stage Microscope 
(rare in the steel industry) to learn why these changes occur. Through 
this microscope, shown at right, the changing in the hot crystal 
structure can be watched. Knowledge gained may be of use in 
application of metals in outer space. It may also lead eventually to 
production of better iron powder. 

Supra-microscopic inspection of minute parts falls into the five- 
year class, too. Radioactive tracers will be used to measure wear on 
such small parts as the balls, not larger than a speck of dust, which 
go into tiny ball bearings. This could be the solution of measuring 
the wear of, or helping to produce, the Lilliputian parts in satellites 
—which will last as close to forever as man is permitted to achieve 


THE THIRD 30 
Here long range planning at present is devoted largely to improving 
processes to make available materials not now usable. Direct reduc- 
tion of ore, without melting, is already developing synthetic scrap, 
and potentially could be important in the iron powder field. 

The grinding and dressing of ores goes on continuously to deter- 
mine the best means of upgrading and agglomerating the great variety 
of ores from Republic's many sources — Labrador, Liberia, the 
Adirondacks, the southern ferruginous sandstone areas, and the 
extensive Lake Superior region. 


THE BLUE SKY 


An inkling of the type of work in the dream world of research comes 
from some of Republic’s “way-out” equipment. Coming into the 
Center is a Plasma Jet. representing the latest stage in the evolution 
of an industry which started when primitive man first used a mud 
furnace to obtain crude metal from ore heated to around 2000°F 
This is not much hotter than your backyard charcoal barbecue pit 
A blast furnace produces about 3000°F. For 100 years or so, steel 
furnaces have reached above 3000°F. Oxyacetylene welding heat goes 
as high as 7000°F. And now comes the Plasma Jet, a practical work- 
ing tool that can produce 30,000°F—hotter than anything most of 
us have ever seen except the sun and stars. Applications, again, point 
to the Outer Space Age. 
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New research lab opens up on a 30-30-30-10 formula 


Testing the adherence of a non-metallic coating on a steel! sheet. 
Here the press brake machine is being used to determine how 
sharp a bend can be applied to coated steel which someday may 
Qualify as a protected underbody of your future car. 


The Hot Stage Microscope is equipped with a furnace under the 
lens. Here the observer can watch metal crystals change structure 
as they pass through different temperatures. 


This laboratory-sized vacuum melting furnace—which looks like a 
hybrid between Sputnik and a pressure cooker — produces high 
temperature alloys in hand-sized ingots. Here steels of the future 
are being born. 


REPUBLIC STEEL 


CLEVELAND 1, GHIO 
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MACHINERY 


UNEVEN PROGRESS 


When will W orthington’s big 

sales growth finally start pro- 

ducing increased earnings? 

“Next year,” predicts Hobe 
Ramsey. 


Ir, AS an aphorist once observed, 
“success is a journey, not a destina- 
tion,” then Chairman Hobart C. Ram- 
sey of 119-year-old Worthington 
Corp.” must be counted as a highly 
successful man. For “Hobe” Ramsey 
has brought Worthington a long way. 
Since 1938, when as a vice president 
he negotiated the acquisition of 
Moore Steam Turbine Co., Ramsey 
has arranged a string of key mergers 
for the big but volatile company. 
Once a staid old maker of pumps and 
related equipment for marine and in- 
dustrial use, Worthington today is 
spread all over the capital goods map. 
Its products range through lines as 
diverse as air conditioning and diesel 
engines, electrical devices and com- 
pressors, as well as pumps. Boasts 
Ramsey: “There’s no major industry 
in the country that we don’t serve.” 

Two Kinds of Dollars. In serving his 
new customers, Ramsey has brought 
in a good many extra dollars. Be- 
tween 1948 and 1957, sales more than 
doubled, net income rose 83°;. The 
stability of Worthington’s new prod- 
uct mix proved itself in 1958's capital 
goods recession, when Worthington 


*Worthington Corp. Traded NYSE. Recent 
rice: 75'5. Price range (1959): high, 81: 
ow, 7049. Dividend (1958): $2.50. Indicated 
1959 payout: $2.50. Earnings per share (1958) : 
$4.76. otal assets: $1443 million. Ticker 
symbol: WTH. 


PUMP HEADS AT WORTHINGTON’S COLORADO PLANT: 
a purposeful journey or a wild goose chase? 
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Corp.'s sales dropped by merely 3.8% 
to $184.2 raillion. 

For investors, however, this bright 
journey seemed a long way from its 
presumed destination: higher per 
share income. These were sales dol- 
lars, not earnings dollars. Per share 
net simply failed to show the same 
gains. Despite the big boost in sales, 
Worthington’s net per share inched 
up less than 25% in the whole boom- 
ing decade. One reason that per 
share earnings had failed to keep 
pace with sales was that Ramsey paid 
out some 3$7,200 new shares of com- 
mon to buy his acquisitions. An- 
other: rough competition. Though 
last year Worthington’s sales showed 
an almost rock-like steadiness, earn- 
ings under competitive price pres- 
sure plummeted from $6.35 per share 
in 1957 to $4.76, lowest in well over a 
decade. 

A Kick in the Pants. Was it, then, 
a purposeful journey or simply a 
wild goose chase that Worthington 
has been running? For years now, 
Worthington has been integrating its 
acquisitions, streamlining its opera- 
tions, improving capacity—and run- 
ning into heavy expenses to do it. 
Why had shareholders failed to bene- 
fit? Answers Hobe Ramsey: “We 
were just beginning to show real 
movement when the recession hit. 

“Last year,” declares Ramsey, “we 
got a kick in the pants. If things had 
kept going, our profits curve would 
have moved ahead substantially. We 
now have the capacity to turn out 
$250 million in business a year. If we 


do, our earnings will be damn pleas- 
ing to everybody.” 

Long Road. Ramsey still has a way 
to travel to reach that pleasing goal. 
A fair part of his sturdy sales strength 


BIG EFFORT, 
SMALL RETURN 


Worthington Corp., driving hard to 
expand and diversity its operations, 
has been unable to boost its profits 
apace with sales. On top of that, new 
shares added to finance mergers hove 
held earnings per share to o very 
slight gain indeed. 

Percent 

Increase 

(1956-58 Avg. 

vs. 1948-51 Avg.) 

SALES 


during 1958 came from orders placed 
before the recession really struck. 


With the slowdown in new orders 
last year, Worthington’s backlog at 
the start of 1959 was off 27.4% (to 
$62.6 million) from early 1958. As a 
result, first-quarter earnings dipped 
20% to $1.01 per share, and second- 
quarter results will only approximate 
the so-so $1.24 per share earned in 
the same period last year. 

But, claims Ramsey, from here on 
things will get progressively better. 
Last month the level of new orders 
was running 20% higher than in 1958, 
about on a par with the boom periods 
of 1956 and 1957. Ramsey estimates 
his third-quarter earnings will top 
those of last year and that the fourth 
period will be by far the best in 1959. 

But even then, says he, the best is 
yet to come. “About 1960 I'm very 
bullish,” he glows. “I expect to set 
some new records. And if we per- 
form as I expect, I think a dividend 
increase is quite likely.” 

Over There. Besides, Ramsey has an 
ace up his balance sheet. Of Worth- 
ington’s 34 plants, no fewer than 14 
are located abroad, primarily in 
Europe and Latin America. In air 
conditioning alone, Worthington’s in- 
ternational sales leaped 30° last year. 
Had the profits of these largely un- 
consolidated subsidiaries been added 
to the parent company’s accounts last 
year, they would have increased total 
earnings by $1.09 per share, or nearly 
23°. One day these burgeoning sub- 
sidiaries may be consolidated directly 
in Worthington’s accounts. If so— 


and if the expected 1960 pickup comes 
through—Hobe Ramsey will be very 
close to his long-awaited profitable 
destination. 
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Most Lockheed Electras in 
domestic commercial 
service use Sinclair Jet 
lubricants. 


With the Greatest of Ease! 


That reference to the old song is appropri- 


This sales record, made where dependabil- 
ate because Sinclair has long been a leader ity of product is essential. testifies as to the 
quality of Sinclair's research skills and manu- 


facturing tec hniques. 


in making airline engines sing. The new jet 
engines take to Sinclair lubricants just as pis- 
ton engines have done for years, These lubri- 
cants have been approved by all leading U.S. 


jet engine manufacturers and are used in both 


commercial and military service. 
Latest figures show that Sinclair Refining AC. OM 


Company supplies 45 per cent of all aircraft oil 


used by major scheduled domestic airlines and A Great Name in Oil 


is also a leading supplier of jet fuel. 


SINCLAIR OIL CORPORATION 600 FIFTH AVENUE NEW YORK 20, N. 
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This, Too, Is Texas Eastern 


Big things are 
happening on the 
Little Big Inch 


Born of necessity in 1944 to supply petro- 
leum products needed for the war effort— 
the Little Big Inch has had a busy career. 


Purchased by Texas Eastern in 1947, along 
with the Big Inch, the Little Big Inch for 
ten years transported natural gas from 
fields in the Southwest to Midwestern 
and Eastern Seaboard states. Late in 
1958, it was put back in service as a 
transporter of clean petroleum products. 


Consisting of 1200 miles of war-built lines 
and some 600 miles of new feeder and 
delivery lines, the Little Big Inch is today 
one of the nation’s largest and most 
important petroleum transportation facili- 
ties. Strategically located along the 1800- 
mile system are more than 12 million 
barrels of surface storage, in addition to 
rapidly expanding underground storage. 


The Little Big Inch links the refineries of 
the Gulf Coast and Mid-Continent areas, 
where oil is refined in abundance, to the 
Ohio Valley and Great Lakes regions — 
where little petroleum is produced and 
demand for products is great. 


In addition te gasolines, jet. diesel and fur- 
nace fuels, the Little Big Inch now carries 
liquefied petroleum gases (propanes and 
butanes) so rural and suburban families 
can enjoy the comfort, convenienc and 
economy of gas heat and refrigeration. 


Little Big Inch Division furnishes striking 
proof of Texas Eastern’s aim to become, 
by diversified GROWTH, an even more 
valuable worker in the service of the 
nation and America’s petroleum industry. 


TEXAS EASTERN 
PIPELINE SYSTEMS 


OM AND GAS: Exploring and Producing 
WATURAL GAS: Processing and Transporting 


OIL PRODUCTS: Refining and Transporting 


TRUCKS 


IF YOU CAN'T FILL 
THEM, RENT THEM 


When Jim Ryder saw a new 

way to make money from 

trucks, he lost no time in 
climbing aboard. 


AS PRESIDENT of Miami's truck-run- 
ning Ryder System,” James A. Ryder 
never has believed in passing up a 
good idea just because somebody else 
had it first. While other truckers 
hunted vainly for orders in bleak 1938, 
“Ryder shrewdly noted that Chicago's 
*Hertz Corp. (then a General Motors’ 
subsidiary) was turning a tidy profit 
by leasing out trucks. Ryder promptly 
leased out five of his own idle trucks 
to a Miami beer distributor 

Drive to the Top. Thus out of the 
rough experience of hard times was 
born a sideline that is today the com- 
pany’s biggest profit-maker. Bolstered 
by new companies he has acquired, 
Ryder was boasting last month that 
his leasing volume this year would 
double, to $50 million. “And it might 
even go higher,” added an ebullient 
Ryder. If it does, Jim Ryder has a 
good chance of overtaking front- 
running Hertz, whose truck leasing 
revenues last year came to $42.3 mil- 
lion. 

At the same time, the leasing busi- 
ness was adding new mileage to 
Ryder’s profits. Though leasing last 
year accounted for only 42° of total 
Ryder System revenues, the rentals 
brought in no less than 52°, of net 
profits. This year, Ryder expects that 
their higher volume will help boost 
Ryder’s over-all volume 50°7, to $90 
million, and. though it has 20°; more 
shares outstanding than last year, in- 
crease per share earnings by 23°7, to 
$3.70. 

Study in Contrasts. With first-quar- 
ter profits at 72c a share, up from last 
year’s 56c, Ryder raised the quarterly 
dividend (from 30c¢ to 35c). Simul- 
taneously, he asked stockholders to 
consider a 2-for-1 stock split and a 
listing on the New York Stock Ex- 
change. 

They also could mull the fact that 
leasing had kept Ryder from getting 
mired in the rut of most out-and-out 
truckers, who do little in the way of 
leasing. By way of comparison, the 
nation’s biggest road hauler, Consoli- 
dated Freightways, was hit by a strike 
last year and could earn only $1.7 mil- 


Ryder System, Inc. Traded over-the- 
counter Recent price 65 Price range 
(1959 high, 67; low, 38. Dividend (1958 
$1.05. Indicated 1959 payout: $1.25. Earning 
per share (1958) $3.01. Total assets: $56.8 mil- 
lon 


lion, or exactly 2c on each dollar of its 
$84.8 million in revenues. Pacific 
Intermountain, the fourth biggest, 
ran into an operating deficit, and sec- 
ond largest Associated Transport 
barely broke even. Ryder'’s haul: a 
comparatively fast-paced 3.2c on each 
dollar of revenues. 

No Limit. All along the line last 
month Ryder was rolling. Just Ye- 
cently, he acquired “Dixie Drive It 
Yourself,” which added 3,000 cars and 
trucks to his rental system. To add 
still more mileage, Ryder now is 
awaiting ICC approval to acquire five 
more trucking companies, a move 
which will spread the Ryder System 
from the south and southwest north 
to Boston and Chicago and west to 
El Paso and will add some $23 million 
in trucking revenues. “Stop now?” 
grins he. “No, sir. The real growth of 
this company will begin when we pass 
$100 million in revenues.” 


BREWING 


BLACK & BLUE 
RIBBON 


4t last Pabst can see a “re- 
spectable” profit, but how 
much better than that de- 
pends on a long list of ifs. 


THE LUNCHEONS given by New York's 
Society of Security Analysts at lower 
Manhattan's noisy Schwartz's Restau- 
rant usually conclude with Schwartz's 
frenetic waiters asking: “Coffee, tea 
or who wants milk?” But at Schwartz's 
one day last week, the what'll-you- 
have question was appropriately an- 
swered with beer—Pabst 
Co.’s new Pabst Original 

As the provider of the feast, Pabst 
Chairman Harris Perlstein also had 
some cheer to dispense along with 
the beer. After three consecutive flat 
years, in which the once (1949) top- 
ranking brewer skidded down to 
eighth place (Forses, May 1), Pabst 
had bounced back into the black in 
March and April, said Perlstein, can 
now see “a respectable black figure” 
for 1959 

Perlstein also reported that Pabst's 
popular priced, regional Blatz beer will 
go into national distribution, that the 
Blue Ribbon brewer ultimately looks 
to pretax profits of $2.50-$3 a barrel 
(current sales: about 3 million bar- 
rels). But in the longest list of ifs 
since Rudyard Kipling jotted them 
down, Perlstein conceded that reach- 
ing that profit goal will depend upon 
Pabst maintaining its currently good 
profit margins, near-capacity produc- 
tion and “many other ifs.” 


Brewing 
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there’s more to Cities Service 
than meets the eye! 


Millions enjoy the convenience of the Lincoln 
Tunnel each yvear—but few realize the planning, 
the investment, the mammoth human achieve- 
ment it represents, 

Likewise, the motorist at a service station is 
seldom aware of what's behind the tankful of 
yasolene he orders so simply. 

Cities Service, for example, searches four con- 
tinents for the oil to meet his request. It has its 
own “navy” of ocean going tankers. It uses a 

Lincoln Tunnel now serve pipeline network that could girdle the globe. Its 
nearly 25 million vehicles an- investment in modern facilities exceeds a bil- 
lion dollars and its employees and stockholders 


nually, with the $100-million 
third tube greatly easing the : sae 
number nearly a quarter of a million. 


flow. Inside, 80 fans provide a 
complete change of air every Moreover, preparing for the greater job that 
11, minutes, while a master lies ahead, Cities Service has invested $350- 
control monitors exhaust gases million just in the last two vears. 

and operates trattic signals. Only in this way can America be given what 


she needs for progress—more jobs, more and 
better petroleum products. 


Os FIRST cenTURY 


BORN IN FREEDOM 
: : WORKING FOR PROGRESS 
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MOVIES 


THE PARAMOUNT 
PICTURE 


In today’s movie business, 

it’s not so much what's on the 

screen as what's off camera 
that counts. 


“REPEATEDLY, over the past few years,” 
says Paramount Pictures* President 
Barney Balaban, “I have made the 
statement that our basic business is 
producing motion pictures.” The 
irony is that Movie Mogul Balaban 
has had to make the statement at all. 
Yet at Paramount's annual meeting 
in Manhattan last month, it was hard 
to tell what part of Paramount's busi- 
ness is really basic. 

The talk ranged from such non- 
movie operations as Dot Records (“op- 
erating at a profit”) and pay-as-you- 
see Telemeter Corp. (which plans to 
go into operation “in several thou- 
sand homes by 1960"). He touched 
on the “orderly growth” of Telemeter 
Magnetics (which makes memory 
drums for electronic brains) and Au- 
tometric Corp., whose realm is “space- 
age science” and whose particular 
field Balaban describes as “the prob- 
lem of best decisions from conflicting 
information.” 

Blockbuster Backer. All this was a 
long way from Paramount's basic 
business, but in a day of widening 
screens and_ shrinking audiences, 
VistaVisionary Balaban, like many 
another mogul before him, has dis- 
covered that a studio’s very survival 
depends upon diversification. Yet Bal- 
aban himself took a lot of convincing. 
Paramount was the last of the major 
moviemakers, for example, to un- 
lock its precious pre-1948 film vaults 
to TV. But the basic fact for Para- 
mount stockholders is that of the $12.6 
million that the studio earned last 
year on gross operating revenues of 
$101.8 million, fully $8 million (or 
$4.55 out of total per share earnings 
of $7.15) came from the sale of such 
films to the Music Corp. of America. 

Similarly, Paramount has long held 
itself aloof from cutting independent 
producing outfits in for a slice of a 
picture's profits, a practice known in 
Hollywood as putting the lunatics 
in charge of the asylum. But at last 
month’s meeting, Holdout Balaban 
conceded that Paramount (which 
plans to release 20 million-dollar pro- 
ductions this year vs. 14 last year) 


*Paramount Pictures Corp. Traded NYSE. 
Recent price: 48. Price range (1959): high 
507,, low, 44. Dividend (1958): $2. Indicated 
1959 payout: $2. Earnings r share (1958) 
$7.15. Total assets: $141.7 million. Ticker sym- 
bol: PXN 
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will be far more openhanded from 
now on in its dealings with the “in- 
dies.” Reason: the industry is largely 
dependent upon big-budget “block- 
busters,” and there is a shortage of 
the top talent it takes to put one over. 

In another concession to reality, 
Paramount only recently announced 
that it will produce (with Actor Alan 
Ladd’s Jaguar-Caron Productions) 
its first filmed series expressly for TV, 
Third Platoon. 

Back To Basics. But in thus going 
over to the enemy, Balaban adamantly 
insists that movies made for theatres 
are still basic to Paramount's fer- 
tunes. He points out that the 410- 
house Famous Players Canadian 
Corp. (in which Paramount holds a 
51% control) last year earned $1.53 
a share vs. $1.28 in 1957 and that Para- 
mount’s Famous Players stock has a 
market value of roughly $21 million, 
almost $10 million more than the cost 
carried on the studio’s books. 

Getting down to basics, he also re- 
ported that Paramount's blockbusting 
Ten Commandments, which cost $13 
million to make in 1956, has already 
grossed $35 million, heftiest box office 
take of any postwar movie, and should 
be good for another $25 million 
(mostly in foreign rentals) over the 
next two years. 

Thus, while still basically a movie 
man, Barney Balaban is not above 
admitting that Paramount is actively 
looking for non-film companies, 
may have some announcements 
to make along those lines within 
the next year. What's more, having 
only recently sold its 22°; interest 
in Metropolitan Broadcasting Corp. 
(for $4 million), with its pre-1948 
films deal with MCA likely to net 
Paramount another $40 million and 
with its still locked-up library of post- 
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PARAMOUNT’S BALABAN: 
“I don't know how rich we are” 


1948 films looming large for the fu- 
ture, the studio looks to many another 
capital gain with which to bolster its 
basic business. 

But when one stockholder sug- 
gested that Paramount's liquidation 
might now bring as much as $100 a 
share (vs. a recent market price of 
$48), Balaban retorted: “I don’t know 
how rich we are. I want to know how 
poor we are so we can get a little 
richer.” 


RETAILING 


SCHWAB’S SONG 


For United Merchants & 

Manufacturers, low-overhead 

retailing is singing a much 

sweeter tune than its tradi- 
tional textiles. 


As THE nation’s largest retailer of 
men’s clothing, and an important 
dealer in women's and children’s wear 
as well, big ($258-million assets) New 
York-headquartered United Mer- 
chants & Manufacturers, Inc." spends 
millions every year to trumpet the 
claim that low overhead lets its Rob- 
ert Hall chain sell for less. 

By one standard, the endless jingles 
have had an obvious pulling power 
for the off-location, pipe-rack, self- 
service outlets. The number of stores 
in the chain has risen from 38 in 1948 
to 284 at latest count, and the company 
proudly crows that it is opening new 
ones at the rate of 30 more a year. 

Big Secret. But precisely what that 
meant in dollars and cents has always 
been a mystery. UM&M, an exhibi- 
tionist when it comes to selling, has 
been a shrinking violet indeed when 
it comes to telling stockholders just 
what kind of sales and profits Robert 
Hall takes in. Snorts Treasurer Martin 
J. Schwab, 36-year-old son of Founde: 
and President Jacob W. Schwab, 
typically: “We wouldn't break down 
our figures for the President of the 
United States.” 

Robert Hall's 
successfully 


have been 
submerged in  con- 
solidated UM&M will only 
say that its over-all sales for fiscal 
1958 were $379.3 million, and net 
profit $7.2 million, or $1.20 per share 
But that includes its big textile weav- 
ing operation (it ranks third after 
Burlington Industries and J.P 
Stevens) plus miscellaneous activities 
including factoring and wall cover- 


results 


reports. 


*United Merchants & Manufacturers, Inc 
Traded NYSE. Recent peice 19! Price 
range (1959): high, 20',; low, 16%, Dividend 
(1958): $1. Indicated 1959 payout: $1. Earn- 
ings per share (1958) $120 Total assets: 
$257.6 million. Ticker symbol: UMM 
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ings. So it has been hard to tell just 
how profitable Robert Hall has been. 

Private Eyes. But last month, as the 
Schwabs, father and son, prepared to 
close their books for fiscal 1959 
(ended June 30), Wall Streeters, with 
some “inside” help came up with 
some interesting conclusions. 

One set of figures was easy. During 
its first nine months of the current 
fiscal year, UM&M had already racked 
up $1.62 a share. With both the gen- 
eral textile and clothing markets 
booming, the company was a cinch to 
earn slightly over $2 a share for the 
year ending last month, up some 70°, 
over the previous year. 

The second set was both less ob- 
vious and more revealing. Of the ex- 
pected total volume of somewhat over 
$400 million, Robert Hall would con- 
tribute about $140 million, or roughly 
one third. But the store chain would 
account for at least a full half of the 
net profit. In fact, it seemed the re- 
tail share would be that size only 
because of the sharp resurgence of 
textiles generally. In the last fiscal 
year, Robert Hall accounted for a full 
two thirds of the $1.20 per share 
earned by the parent. 

Rich Baby That makes Robert Hall 
not only one of the fastest-growing 
retail chains, but one of the most 
profitable, bringing down approxi- 
mately 4.5°% of sales to net. In the 
clothing area, it clearly sweeps the 
field: among competitors selling in 
similar low- to medium-price ranges, 
Bond Stores brought-down 3.5 on 
$83.8-million sales last year, Howard 
Stores ran close to a $l-million defi- 
cit. Even in retail sales generally, 
only Sears, Roebuck brings down an 
equal 4.5°;. 

For the Schwabs, the clothing chain 
has been both cushion and bonanza. 


; 
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ROBERT HALL OUTLET IN MARYLAND: 


The textile side, almost twice as large. 
has obviously not carried the same 
sort of weight. While Robert Hall’s 
sales and net have grown apace, the 
parent company’s over-all net profits 
have been sagging, dipping in the 
textile recession from $15.5 million 
in 1956 to 1958’s postwar low of $7.2 
million. 

Poor Relative. Even allowing for in- 
dustry-wide weakness, UM&M_ has 
consistently been outpointed by its 
textile rivals. J.P. Stevens, for in- 
stance, almost exclusively in textile 
production and marketing, last year 
had a total volume ($386.3 million) 
comparable to UM&M but brought 
down 2.8°, to net, vs. an estimated 
1°, for Schwab's textile operations. 

But for UM&M'’s stockholders, the 
“low overhead” retail operation of- 
fered a powerful offset. No matter 
how widely Robert Hall expanded, it 
had stuck to its original formula of 
inexpensive location, stripped-down 
facilities. One result: even with its 
weak over-all showing of fiscal 1958, 
retail-minded UM&M picked up a 
9.3°, return on book value over the 
past five years, easily topping brick- 
and-mortar-burdened Burlington’s 
5.9%. and Stevens’ 4°. 

show you the reason...” On 
any of these figures, the Schwabs 
themselves flatly refuse to comment. 
Yet son Martin, who is also heir- 
presumptive to his father’s throne, 
makes no secret of the dim view he 
takes of profit potential in textile 
manufacturing, as well as the direc- 
tions from which he expects the big- 
gest profits in the future. “We find 
retailing more stable,” he declares. 
“We're basically a merchandising, not 
a manufacturing, company.” 

True, much of UM&M’s ten-fold 
growth over the past two decades has 


“basically a merchandising company” 


-WELL-DRESSED- 
BALANCE SHEET 


lf Wall Street's estimates are correct, 
UM & M's Robert Hall stores match 
even the best of general retailers in 
5% percentage brought down to net... 


fend 
ret ty 


and easily outclass other clothing 
5% chains. 


af figures are for 1958 


Bond Lemer 
Stores Stores Sures 


come from manufacturing acquisi- 
tions. But the Schwabs now concede 
this has contributed relatively little 
to earnings. From now on, says young 
Martin, “growth will come from 
within.” Just where? Martin Schwab 
chants the money-making jingle: 
“... Robert Hall this season will show 
you the reason...” 


SHIPPING 


BUILT-IN 
STABILIZER 


Its reported profits may 
dwindle, but U.S. Lines has 
buoyant ballast in a base for 
dividends that compounds 
with every new ship added to 
the fleet. 


THE WEATHER was grey and thicken- 
ing last month, but U.S. Lines’* spar- 
straight President John Merryman 
Franklin, 64, was too good a skipper 
to hide the outlook from the people 
below decks. Down the pipe from the 
bridge to his 8,600 stockholders rum- 


*U.S. Lines. Traded NYSE. Recent price 
32. Price range (1959): high, 35',; low, 303, 
Dividend (1958): $2. Indicated 1959 payout 
$2. Earnings per share (1958): $6.07. Total 
assets: $208.4 million. Ticker symbol: USL 
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bled his foreboding: “Profits in the 
first six months of 1959 will fall to 
$1.75 a share, from $2.43 a share in 
the first half of 1958.” 

But Franklin’s warning was hardly 
unexpected. Since last year, stock- 
holders had felt the engines pounding 
as the company tried to make head- 
way in the fierce freight-rate storms 
of the North Atlantic. “The chaotic 
charter market,” grumbled Franklin, 
“caused a heavy influx of tramp 
vessels as well as tankers into the 
North Atlantic and resulted in dras- 
tically reduced freight rates for bulk 
commodities. . . .” 

In this sort of weather, the very size 
of U.S. Lines put it at a disadvantage 
in relation to small cut-rate tramp 
shippers. The U.S. government sub- 
sidy which makes up the difference in 
operating costs between U.S. shipping 
lines and foreign lines is based large- 
ly on the operating costs of bigger and 
more responsible shippers and is not 
adjusted to match reckless rate- 
cutting. Not all Franklin’s financial 
seamanship could prevent over-all net 
last year from falling some 15% to 
$6.07 a share. 

Bucking a Headwind. Tramp com- 
petition is not the only storm that 
Franklin has had to buck. The trade- 
winds are dead against him, too. U.S. 
export trade, from which the company 
derives about two thirds of its cargo 
business and about half its revenues, 
has been dropping sharply since 1956. 
The decline continued this year. 
“There has been a considerable reduc- 
tion in outbound cargo so far in 1959,” 
said Franklin. 

But however rough the fiscal 
weather, Franklin and his stockhold- 
ers have one handy stabilizer fin built 
into their corporate ship. They have 
their skipper’s word for it that the $2 


dividend is safe. The truth is that 
earnings available for dividends 
among subsidized lines, ie. “free 


earnings,” are not necessarily related 
to the reported net. Instead they are 
reckoned by law as the equivalent of 
10°, of the “capital necessarily em- 
ployed” in U.S. Lines’ subsidized ship- 
ping operations. 

Half of the net above this 10°, 
turn may be “recaptured” by the 
government as a subsidy recovery. 
The other half of the excess must be 
deposited in a special ship replace- 
ment fund. None of it may go to 
stockholders. Yet whenever a sub- 
sidized line adds to its fleet or replaces 
an old ship, its free earnings base is 
expanded and more can be paid out 
in dividends. 

Consequently, the earnings that 
U.S. Lines may distribute can get big- 
ger even when reported net shrinks. 
In 1956, when the company’s reported 
net earnings rose to a record high of 


ré- 
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ICEBERG 
EARNINGS 


Under terms of its subsidy agreement 
with Uncle Sam, U. S. Lines must set 
aside a “replacement” reserve. Into 
the reserve goes all of its net earnings 
over and above a 10% return on the 
capital employed in the business. As 
its invested capital has steadily 
climbed up, U. S. Lines’ “free” earn- 
ings (i.e. available for dividends) 
have been slowly climbing, even 
though total net has not. 


$9.79 a share, just $1.625 a share was 
paid out. But in 1958 reported earn- 
ings were only $6.07 a share, yet the 
company paid $2 a share. Last year's 
reported net would have had to fall to 
below $3.30 a share before the amount 
available for the dividend would have 
been affected. A shipping company 
must, of course, make profits, but in 
this it is enormously assisted by hav- 
ing the difference between its high 
operating costs and the low operating 
costs of foreign competitors covered 
by Government subsidy. 

Steady Deck. Subsidy terms do en- 
force a conservative peyout policy. 
But they also tend to stabilize better 
dividends and profits. With the help 
of Uncle Sam, U.S. Lines can make 
headway in the heaviest seas as long 
as it can find business enough to make 
10°, on its employed capital. 

Last month, Franklin was negotiat- 
ing contracts for the replacement of 
the first six of the 46 ships (out of a 
55-unit fleet) he expects to replace 
over the next eight years. The new 
ships, says he, should provide a steady 
earnings deck under his feet no matter 
how much he is buffeted by com- 
petitive winds. “As we replace our 
fleet of freight ships,” says he, “our 
capital necessarily employed will in- 
crease and our free earnings base will 
increase.” He might have added that 
future dividends also looked as secure 
as a rowboat in a millpond 


TRUCKS 


EASY ON THE HORN 


By using the corporate ac- 

celerator—but rarely tooting 

its horn—W hite Motor Co. 

has set the fastest pace in the 

heavy truck race. 

Because its chairman is not the kind 
of man who believes in unnecessary 
tooting of his corporate horn, White 
Motor Co.* has not attracted the kind 
of attention in recent years that many 
a rival has. More's the pity. For in its 
quiet, unspectacular way, Cleveland- 
headquartered White, with 69-year- 
old Robert Fager Black at the wheel, 
has out-maneuvered some very hefty 
competition to climb quietly to the top 
of the big and growing heavy-duty 
truck market. 

Last month White was accelerating 
toward the biggest single year-to-year 
spurt in earnings in a decade of almost 
continual profit improvement. As 
usual, White’s Black was making no 
apocalyptic pronouncements, but this 
much he would say: “We're behind on 
our shipments. Our backlog is very 
good. Our orders are brisk. We can't 
see a letdown.” 

No Coasting for White. In recent 
years, in fact, White has hardly known 
what a letdown is. Total truck in- 
dustry sales actually shrunk from 1.2 
million to 874,000 units between 1953 
and 1958. Yet sales of heavy-duty 
(26,000 pounds and over) trucks, 
White's specialty, have shown impres- 
sive growth, jumping from 49,000 to 
58,000 units in the same _ period. 
White, however, has not simply 
coasted with the grade. Each year it 
has been getting a proportionately 
larger slice of the larger market. In 
1953 White had 14% of the heavy- 
duty market, running a laggard third 
behind giant International Harvester’s 
25% and Mack Truck’s 18°,. Since 
then, White has sped ahead to get 
more than 28°, of a bigger market, 
neck-and-neck with International's 
29°;,, and well ahead of Mack’s 22°; 
Where arch competitor Mack's sales 
fell in the first quarter of 1958, White's 
actually increased. This year, Mack’s 
first-quarter sales climbed 28°, above 
last year (to $70 million). White's 
first-quarter sales soared higher 


(to $83 million). 


White Motor Co. Traded NYSE. Recent 
503,. Price range (1959) high, 
ow 40'5. Dividend (1958): $1.50. Indicated 
1959 payout: $1.75. Earnings per share (1958) 
$3.49. Total assets: $143 million. Ticker sym- 
bol: WH 


tRefiecting the recession, last year's total 
truck production was a low for the period 
But even in 1955, the industry's alltime peak 
year, total truck sales remained at 1.2 million 
while heavy duty sales climbed to 65,000 and 
hit a record 81,000 in 1956 
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The Good News. Unable to detect a 
single danger sign on the road ahead, 
last month Chairman Robert Black, a 
veteran of nearly 50 years in the 
business, promptly ventured a high- 
powered forecast: 1959 total sales ap- 
proaching $320 million (a 20% im- 
provement over record 1958) and 
earnings approaching $12 million 
(60°, improvement over near-record 
earnings of $7.2 million last year). 
“Earnings,” said he, “should approach 
$6 a share.” 

Having achieved his growth largely 
through acquisitions, a road many an- 
other company has found perilous in- 
deed, Black is particularly proud of 
the fact that White’s sales and 
earnings have grown without any ap- 
preciable dilution in his stockholders’ 
equity. 

Black has traded common stock 
only as a last resort in paying for his 
acquisitions. Since 1951, White has 
used common stock but once, increas- 
ing the supply a modest 5%. Instead 
he has issued preferred stock once 
(56,000 shares of 54%4°% preferred are 
now outstanding) and cash_ twice 
(totaling $20 million) to acquire four 
of the best names in heavy duty 
trucks: Sterling, Autocar, Reo and 
Diamond T. 

Tightening Up. While Black sees 
smooth riding ahead, he does admit 
to a few squeaks in the company 
chassis. Last year White trailed Mack 
in one crucial respect: White's profit 
margin was 2.7% of sales while Mack’s 
was 3.1%. White’s management 
triumvirate—Chairman Black, Presi- 
dent John Bauman and Financial Vice 
President J. P. Dragin—are agreed on 
the cause. “Mack manufactures more 
of their own components,” Dragin 
points out. “But we're working on 
that and on greater interchangeability 
of parts among our various lines. Our 
results this year will show a definite 
improvement.” 


OUT IN FRONT 


In the past five years White Motor has 
more than doubled its share of the 
heavy duty truck market, last year 
was neck-&-neck with front-running 
International Harvester. 


1958 Share of the Market 
1953 Share of the Market 


But if White is going in for more 
integration, there is one corporate 
fold Black shuns like the plague: 
diversification. Says he: “We're go- 
ing to stick where we know what 
we're doing.” Which, if the past is 
any guide, will mean more quiet but 
steady progress in a growing line of 
business and a stubborn avoidance of 
the kind of equity dilution which all 
too often robs stockholders of the 
fruits of expansion. 


APPLIANCES 


SURGING 
WHIRLPOOL 


Its one thing to make a 

company big, another to 

make it profitable. Whirl- 

pool Corp.’s Bud Gray can 
testify to that. 


For several years it looked as though 
it was going to be just another one of 
those mergers which promise big 
things but never really amount to 
much. The full line of appliances that 
Elisha Gray II had built from the 
merger of his own Whirlpool Corp.,* 
Seeger Refrigerator and the appli- 
ances division of RCA+ seemed to be 
getting nowhere in its early years. 

Not that sales looked bad. In 1956, 
one year after the merger, volume had 
jumped a_ whopping 39.4%, from 
$280.4 million to $391 million. Even in 
the following two years, sales inched 
upward, reaching $404.6 million last 
year. But earnings were curving 
just the other way. 

Bigness for Bigness’ Sake? Back in 
1954, before the big combination, 
Whirlpool earned $3.13 per share. 
But after the merger, net declined 
every year until by 1958 it had been 
just halved to $1.54. On the surface, 
it seemed just another case of growth 
for growth’s sake. 

But “Bud” Gray never quite saw 
things that way. “Out here,” he 
never tired of saying, “we're all natu- 
ral optimists.” Last month some 
Wall Streeters were ready to concede 
that Gray’s optimism apparently had 
not been misplaced. The highly prob- 
able estimate was that this year Gray 
was going to rack up earnings of 
$3.50 a share, more than double last 


*Whirlpool Corp. Traded NYSE. Recent 
rice: 377 Price range (1959): high 383,; 
ow, 2954 Dividend (1958): $1. Indicated 1959 
ayout: $1. Earnings per share (1958): $1.54. 
— assets: $203.5 million. Ticker symbol: 


‘As a result of the 1955 deal, RCA today 
holds 19° of Whirlpool’s 6.1 million shares 
of common. Sears, which had interests in 
both Whirlpool and Seeger, holds 17% of 
common, 26% of preferred. Each has two 
seats on Whirlpool's ll-man board but, con- 
trary to rumor, neither dominates the firm 


CHANGING FLOW 
In recent years, Whirlpool Corp. has 
been charging off growing amounts 
of cash to depreciation and amortizo- 
tion. This has worked as a depressont 
on net profit even though cash flow 
has been rising. In 1959, however, 
things are expected to change. Whirl- 
pool profits will benefit both from 
bigger appliance sales and also a 
decline in the depreciation write-offs. 


Whinkpoot 


year’s net profit and a new record. 

As the bullish estimates for 1959 
came along, Wall Street took another 
look at Whirlpool, concluded that 
Gray had not really been doing too 
badly all along. Looking toward the 
eventual upturn, Gray had elected to 
shorten his production cycle on sev- 
eral major lines from three years to 
two, sank heavy money into engineer- 
ing advanced models, undertook new 
tooling much earlier than usual. That 
tended to speed up his amortization 
and depreciation charges which hit 
$18 million last year, three times the 
1956 level. But before the effective 
welding of the various parts could 
show up, the slump came along. 

Better Than It Seemed. Then, too, 
the sharp rise in depreciation charges 
had obscured the fact that even in re- 
cession-ridden 1958 Gray boosted his 
sales slightly, his operating profit a 
solid 21° over the previous year. So 
things were never quite as bad as they 
had seemed. 

For this year Gray figures his de- 
preciation and amortization write- 
offs will go down sharply, perhaps as 
much as $8 million. Even if his vol- 
ume and operating profit stayed con- 
stant with last year, that alone would 
mean an increase in net of some 35%. 
On top of that, with the full line and 
the distribution network Gray has 
built over the past four years, he is 
ready to take full advantage of the 
new strength in consumer buying. 

During the first quarter, Whirlpool 
hiked its sales 12°; to $99 million, its 
earnings 172% to 79c a share. This, 
says Gray, is no flash in the pan. “The 
second quarter,” he points out, “has 
moved along with the same firm- 
ness—and, ordinarily, the last half is 
better than the first half.” It finally 
looked as if Gray's Whirlpool had 
turned to a surging tide. 
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AIRCRAFT EQUIPMENT 


RYAN’S REVIVAL 


Claude Ryan believes that 

subcontracting is good busi- 

ness—if you are a good 
enough subcontractor. 


IN Few industries this year has con- 
fusion been more rife than among the 
makers of aircraft. Even the Penta- 
gon has often seemed confused and 
uncertain on the defense procurement 
outlook. For the planemakers, profits 
have not only been squeezed but in- 
creasingly imperiled by renegotiation 
and stringent government auditing. 
Understandably, Wall Street has of 
late been giving the industry the cold 
shoulder. 

Oddly enough, there was last month 
at least one company—a small one 
and a subcontractor at that—which 
was still making a very good thing 
out of the aircraft business. In San 
Diego, Cal., President Tubal Claude 
Ryan of Ryan Aeronautical Co.* re- 
ported that in the six months ended 
April 30 he had hiked his net profit 
35°, (to $1.2 million). He had done 
so on a gain of only 5.3% in sales (to 
$37.2 million). With a little luck, 
Ryan’s Ryan seemed very likely to 
turn in his best postwar profits dur- 
ing fiscal 1959. 

Ryan Aeronautical has not always 
been such a high flying moneymaker. 
From 1954 through 1956, while the 
economy boomed and military spend- 
ing registered sharp gains, Ryan’s net 
slipped no less than 36%. But Claude 
Ryan pressed forward with his plans 
to add new and promising lines of 
aerial equipment. Today the com- 
pany is an important producer of 
large airframe assemblies and com- 
ponents for aircraft engines and also 
makes such items as electronic navi- 
gation systems, rocket motors, “power 
nackages” for jetliner engines and 
Firebee target missiles. In 1956 this 
planning began to pay off, and Claude 
Ryan was able to chalk up a 57% in- 
crease in sales, a 82° rise in earn- 
ings over the 1956-58 period. 

Though subbing is still the heart of 
the company, Claude Ryan takes 
most pride in the prime contracts it’s 
developing on its own—like the high- 
ly expendable Firebee target missile, 
designed to be shot at, and down, by 
Air Force planes or anti-missile crews. 
Products like that boosted deliveries 
of Ryan-designed products directly 


*Ryan Aeronautical Co. Traded American 
Stock Exchange. Recent price: 6615. Price 
range (1959): high, 79; low, 3313. Dividend 
(1958): 40c. Indicated 1959 payout: 40c plus 
20°, stock. Earnings r share (1958): $4.25 


Total assets: $53.1 million. Ticker symbol RN 
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RYAN’S CLAUDE RYAN: 
growth, not dividends 


to the military from 25°, of net sales 
in 1957 to a full third last year. And 
the more of the target drones the 
Air Force shoots down, the more 
Ryan's own profits shoot up. 

Keeping Ryan Aeronautical com- 
petitive in all this has meant a steadily 
increasing level of capital expend- 
itures. This has tended to hold divi- 
dends to token proportions. While 
Claude Ryan did hand out 20%, in 
stock payouts in 1957 and early 1959, 
his cash dividends have amounted 
only to about 12% of earnings during 
recent years. Nevertheless, Ryan be- 
lieves he has bought a chunk of the 
future with his retained earnings 
“Most of our current production pro- 
grams,” boasts he, “are scheduled into 
late 1961, and we are continuously 
developing additional business in all 
our fields of activity.” 
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LOADING RYAN FIREBEE TARGET MISSILE: 


DRUGS 


LIVER EXTRACT 


A U.S. 


court has struck a 


telling blow squarely at 
“Liver.” 


Carter Products 


“Tue Fat globules in this flask are 
too big to pass through the opening,” 
lectures the pedantic man on the TV 
screen, “but with liver bile added 
they pass through easily. In your 
body, too, Carter's helps to stimulate 
the flow of liver bile... .” 

For years, U.S. consumers have 
known that “five New York doctors 
have proved you can break the laxa- 
tive habit,” and have dutifully put 
their faith and cashin Carter's Little 
Liver Pills. Last month the U.S. Cir- 
cuit Court of Appeals in San Francisco 
struck a vital blow at Carter Prod- 
ucts’™* “Liver.” 

Almost three years and 149 hear- 
ings after an FTC complaint charged 
that Carter's Pills “have no therapeu- 
tic action, effect or influence on the 
liver,” the court upheld the FTC, 
ordered Carter to remove the “Liver” 
from its brand name and advertising. 

But Carter, which has been push- 
ing its pills for the past 70 years 
and does a $48-million business in 
such other household-word products 
as Arrid, Rise, Nair and Miltown, 
could take comfort in at least one 
aspect of the court's ruling: there is 
no objection to Carter advertising the 
“cathartic properties of the pills.” Or 
it could take a Miltown. 


*Carter Products, Inc 
cent price: 53', 
59'.:; low, 385, 
cated 1959 
(1958) 


Traded NYSE. Re- 

Price range (1959): high, 
Dividend (1958): 80c. Indi- 
payout: $1. Earnings per share 
$2.72. Total assets: $219 million 
CPI 


Ticker symbol 


a slump in a boom & a boom in a slump 
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AIRLINES 


PASSAGE 
TO PROFIT? 


Trans World Airlines was 
getting a lot of attention last 
month on Wall Street. 


THE AERIAL routes of Manhattan- 
headquartered Trans World Airlines* 
stretch most of the way around the 
world, extend from the U.S. Pacific 
Coast through New York and Wash- 
ington and on across Western Europe 
and the Middle East to the Philippines. 
Since 1955, however, all the bustling 
activity over this far-flung network 
has yielded TWA nary a penny in net 
profit. The big carrier’s stockholders 
(currently 12,200 strong) have not re- 
ceived a cash dividend in nearly 23 
years. : 

Up Tick. Despite its inauspicious 
past, however, TWA last month was 
causing quite a stir on Wall Street. 
TWA common, which sold as low as 
9144 20 months ago, climbed past 24 
for the first time since early 1956. 

It was no secret that traders were 
speculating that President Charles S. 
Thomas, TWA’s boss for just one 
year, and an ardent cost-cutter, had 
finally succeded in pulling the big air- 
line out of the red. While it was true 
that Thomas had lost 57c per share 
in the normally poor first-quarter, it 
was equally true that this was TWA’s 
smallest first quarter loss since 1955. 
Moreover, Thomas now has seven 707 
jetliners in service on the domestic 
circuit, and these planes have been 
operating at a phenomenally high 
95°, load factor. 

At the airline itself, top brass was 
more than happy with the way things 
were going. “When we get over the 
break-even point,” explained one top 
TWA executive last month, “a very 
substantial part of our excess revenue 
comes down to us in the form of profit. 
I would say that right now we are 
quite pleased with the trend of our 
traffic.” 

Question Marks. Nevertheless, the 
sky ahead was not completely clear 
for TWA’s Thomas. Still a factor to 
reckon with was erratic, multi-mil- 
lionaire Howard Hughes, who owns 
78° of TWA common and has in the 
past been known to turn TWA inside 
out with arbitrary edicts. Another 
uncertainty: the build-up in jet traf- 
fic has only begun and far stiffer com- 
petition lies ahead in late 1959 and the 


*Trans World Airlines. Traded NYSE. Re- 


cent price: 2449. Price range (1959): high, 
2454; low, 165%. Dividend (1958); none. Indi- 


cated 1959 yout: none. Earnings per share 
(1958): d . Total assets: $254.3 million 
Ticker symbol: TWA. 
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1960s for TWA’s new jets. So far, 
Thomas’ major jet rival is American 
Airlines. But United Air Lines starts 
its own DC-8 jet service in Septem- 
ber, and several of the smaller domes- 
tic trunklines are also preparing for 
jet flights. 

Yet there remained in The Street 
last month a good many bulls who 
calculate that Thomas will still man- 
age to bring TWA out of its long nose- 
dive. According to one of their esti- 
mates, TWA this year will earn up- 
wards of $1 per share, perhaps enough 
to wipe out the cumulative $1.19 per 
share the airline lost over the past 
three years. 


NON-FERROUS METALS 


HOT “POTS” 


Its news when a top alumi- 
num producer operates at 
anywhere near capacity. Last 
month all the big aluminum 
makers made news—espe- 
cially Reynolds Metals. 


Ever since Korea precipitated a crash 
expansion program, the one thing that 
U.S. aluminum producers have had 
plenty of is capacity. But in a way 
that proved to be plenty of headache, 
for the key to aluminum’s fortunes is 
not so much capacity to produce as 


actual production. When recession 
reared its ugly head in 1957, free 
world consumption of aluminum 


dropped 3°) from the year before, 
and last year fell off another 3°,. 
Thereby it reversed the industry's 


CATCHING UP 


Overcapacity looked as if it was going 
to be a long-time problem for the U.S. 
aluminum industry during 1957 and 
1958. But with the surprising rate aft 
which production has picked up so far 
this year, the gap may be narrowed 
sooner than Wall Street expected. 
of 


“hs of Noni 


growth trend, which had seen con- 
sumption rise an average 7°) a year 
ever since 1935. 

But last month the aluminum in- 
dustry’s pot lines were pouring at 
peak pitch. Alcoa, with about 35°, 
of the nation’s 2.3 million ton annual 
primary capacity, raised output to 
83°. of rated capacity, and Kaiser 
Aluminum & Chemical, in its third 
output increase in six weeks, jacked 
production to a_ record 86% of 
capacity. But the really big an- 
nouncement came from Reynolds 
Metals,* which, like Kaiser, acccunts 
for some 26°, of the nation’s alu- 
minum capacity. 

Reynolds’ Flap. Reynolds only last 
May boosted production from 89° to 
93°. of its 601,000 ton annual capacity. 
Now it was beefing up two more pot 
lines at its reduction plant in Alabama 
and a few other “pots” in Arkansas. 
Upshot: Reynolds’ production, racing 
ahead at the unheard of rate of 100° 
of capacity, helped boost the entire 
industry’s production rate to the 90° - 
of-capacity mark. Outlook: 1959 will 
be a record year for the industry, 
with production outstripping 1958 by 
perhaps 20°. 

Frankly impressed by the industry's 
new verve, Wall Street promptly bid 
aluminum issues up to new highs. 
Actually, much of the increase in 
business was due to the aluminum 
makers’ own efforts at finding new 
uses for their light, rust-proof and 
care-free metal and, consequently, 
new customers. Item: Detroit is put- 
ting about 52 pounds of aluminum 
into each '59 car (vs. 47 pounds last 
year), expects to increase aluminum 
use in autos by 300°; (to 500,000 tons 
a year) by 1962. Then too, in the field 
of packaging, the use of aluminum 
(227 million pounds last year) in such 
things as cans, cases and boxes may 
zoom to 400 million pounds by 1963. 

Yet there was also irony in alu- 
minum’s surge. At least some of the 
stepped-up demand by aluminum 
customers could be laid to cautious 
stockpiling in fearful anticipation of 
a possible aluminum strike—much as 
the busy steel companies have ex- 
perienced. And customers know, too. 
that the industry is champing at the 
bit over the going price for aluminum 
(24.7¢ a pound), which Reynolds 
President R.S. Reynolds Jr., for one, 
considers “entirely too low.” 

But come strike or price hike, Wall 
Street is again convinced that the one 
thing that the aluminum industry has 
now got plenty of is prospects for 
‘dramatic new growth.” 


*Reynolds Metals Co. Traded NYSE. Re- 
cent price: 99. Price range (1959): high, 100 


low, 65'2. Dividend (1958) : 65c plus 2°, stock 
Indicated 1959 payout: 65c Earnings per 
share (1958) 25. Assets: $830.9 million 


Ticker symbol: RLM 
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SUGAR 


BITTER TASTE 


Castro calls it land reform, 
Cuban-American’s Keiser 
calls it confiscation. Either 
way, the question is: what 
happens to the company now? 


Tue Fidelistas applauded loudly when 
Fidel Castro, Cuba's new boss, an- 
nounced his “agrarian reforms,” the 
breakup of large land holdings for 
distribution in small parcels to local 
tenantry. But from David M. Keiser, 
chairman of Cuban-American Sugar 
Co., there were no oles. Keiser’s 60- 
year-old company is firmly rooted in 
Cuban cane. Its $58.2-million sales last 
year make it the second largest pro- 
ducer in the island, and, with 3,354 
stockholders, the largest of the Cuba- 
based companies publicly held in this 
country. 

Said Keiser sorrowfully last month, 
“The cane lands [300,000 acres out of 
429,000 acres which Cuban-American 
owns on the island] are the motor 
that makes this car go. They're 
taking out the motor.” Keiser’s argu- 
ment: without the cane-growing lands, 
there is no profit in Cuban sugar for 
his company. 

What Price Land? Most of his acreage 
was acquired around the turn of the 
century for roughly $10 an acre, and 
has been carried on the books at that 
price ever since. Of Cuban-Ameri- 
can’s total assets of $51.8 million, the 
land is carried at only $4.1 million. 
But without the land, says Sugarman 
Keiser, the rest is of doubtful value. 

Cuban-American also operates on 
the island a complex of grinding mills, 
500 miles of railroad and its rolling 
stock, warehouses and ports. All of 
these are dependent on supply from 
his lands. Breakup into small! parcels 
makes the supply uncontrollable— 
and though the current government 
has not yet indicated that it plans to 
take these facilities over, it’s quite 
probable that it might force Keiser 
to operate them even at a loss. Be- 
sides, he notes, this spring the tenant 
farmers who work Cuban-American’s 
land were already planting less than 
normal. 

So far, persuasion, and even gentle 
pressure from Washington, have made 
Castro's stand only more stubborn. 
His only concession: an offer to “pay” 
for the land taken over—presumably 
at original cost—in 20-year Cuban 
government bonds at 412%. 


Cuban-American Sugar Co. Traded NYSE. 
Recent price: 20',. Price range (1959): high, 
37'.: low 20',. Dividend (1958): $1.90. Indi- 
eoted 1959 payout: $2.35 Earnings per share 


(1958) $3.17 Total assets: $518 million 


Ticker symbol: CSU. 
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BANZAI DOW 


Talking about booms, just take a look 
at what the Tokyo Stock Exchange 
has done this year. After rising about 
in gear with the U.S. Dow-Jones In- 
dustrials during 1958, the Japanese 
“Dow-Jones Index” (225 stocks) went 
through the roof early this year, rose 
20% in about four months. 


apaness Index 


Snaps Keiser angrily, “That's pure 
expropriation!” Moreover, U.S. bond 
traders are already suggesting that 
when Castro's bonds are issued they 
probably won't pay 50 cents on the 
dollar for them. 

Trouble Is Nothing New. 
Cuban-American stockholders are 
used to bad news, not all of which 
is of Castro’s making. Because of the 
constant uncertainty of Cuban opera- 
tion and the failure of management 
to earn an attractive return on its 
assets, Cuban-American shares have 
long sold well below their book value. 
The price hit an all-time high of 371 
earlier this year, versus a book value 
of $58. Since Castro started talking 
land reform, the shares have slid to a 
low for the year of 2012. 

Keiser argues that Cuban-American 
won't be put out of business no mat- 
ter how badly Castro grinds up his 
cane-growing operation. Over six dec- 
ades, the company has ridden out at 
least a score of storms, many as severe 
as the current ones 

Besides, C-A still has a large re- 
finery (Colonial Sugar) near New Or- 
leans from which it markets the 
sweet stuff throughout the U.S.” south 
and southwest—and for which Keiser 
should be able to get raw sugar with 
or without his own lands. For another, 
it holds a 27°, interest in Denver's 
American Crystal Sugar Co., which 
netted $1.9 million, or $4.33 per share 
(exclusive of $418,000 in capital gains), 
in the year ended March 31. It was 
US. restrictions on Cuban sugar back 
in 1953 that drew Keiser into the do- 
mestic beet sugar operation. In 1959 
he can console himself that a lump of 
sugar in America can look as sweet 
as a pound in Cuba. And that looks 
like the only’ consolation Dave 
Keiser can expect for a long while. 


In a sense, 


FOREIGN FINANCE 


YEN FOR STOCKS 


Tougher’ restrictions slow 
down, but hardly stop, the 
frantic trading in Japan's 
new urge to get rich quick. 


IN ALL the stock markets of the world, 


the bulls have been roaring for the 
past six months—but nowhere have 
they been more rampant than in 
Tokyo. Not since the founding of its 
exchange in 1878, the eleventh vear of 
Meiji, had the prices on the chalk- 
boards soared so _ rapidly In the 


boardrooms off the Kabuto-Cho, 
Tokyo's Wall Street, sandaled peas- 
ants stood cheek by jowl with morn- 
ing-coated bankers to get orders in 

As prices rocketed since last De- 
Yawata Steel up from 91 to 
151, Shibaura Electronics from 157 to 
237, Itachi Electronics from 143 to 202 
the 
spite of a 


cember 


so did volume of trading. In 


government decree three 


months ago raising margin require- 
ments from 50°, to 70°) (vs. 90°, in 
the U.S.}, the number of shares traded 
scrambled from the 40-million daily 
average of just a year ago to an astro- 
nomical 141.2 million shares one day 
early last month. Estimated total 
value of the daily trading: $50 million 
vs. about $155 million for Manhattan's 
Big Board. 

“Four-Bit’ Stocks. As elsewhere, the 
Japanese fever was concentrated on 
“future” stocks: electronics, chemicals, 
even steels. More to the point, says 
one Tokyo broker, “It suddenly looks 
easy to get rich this way. The average 
price of a share of stock is only 35 
cents [New York Big Board stocks 
average $57] and even with an av- 
erage income of only $230, at that 
price anybody can play. They've been 
scrambling in from the rice paddies 
with their money.” Mutual funds, 
which account for about 12% of 
Japan’s trading, have been an even 
bigger factor 

But into this delightful delirium 
Japanese finance authorities last month 
threw a dash of cold water: the warn- 
ing of far more stringent speculative 
curbs impending, including the pos- 
sible elimination of all margin trading, 
if things didn’t quiet down. 

That seemed to cool the speculative 
fever considerably. Trading in the 
following two weeks settled down to 
an average of merely 60 million shares 
daily—or as a Tokyo trader com- 
mented, “only three times what would 
be considered normal.” But the bet- 
ting on the Kabuto-Cho was that the 
drop in temperature was purely tem- 
porary and the fever a long way from 
all burned out. 
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Customer 


One day we asked him. 


more than the advice you do. 


my own conclusions about what 


—never presses for extra sales. 


yourself someday. 


Offices in 


Why has he been a 


Was it just force of habit? Or was there a real reason? 


“You know,” he said, “the advice you don’t get is often worth 


“I need a lot of information about various companies from 
time to time. But that’s all I want. The facts. I'd rather reach 


“So I appreciate the fact that your account executive who 
handles my business never bothers me with too many suggestions 


“And when I do occasionally ask him what he thinks of a 
given situation, I like his level-headed appraisal, his willing- 
ness to check your Research Department for any missing facts, 
even when he knows there’s no chance for a commission.” 

There’s nothing we want to add to that except to say we hope 
you'll want to test that basic Merrill Lynch service policy 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 


for 20 Years? 


to buy or sell. 


112 Cities 


It's FUN to work in 


. because your work is near your 
play. This means energetic workers, a 
more stable labor force. Bonus bene- 
fits to expanding industry are favor- 
able tax rates, untapped natural re- 
sources and abundant industrial en- 
ergy. Best of all, Idaho wants to share 
it all with you. 

Idaho Welcomes Industry 

For full information write to the Idaho 


Department of Commerce and Development, 
Room 595, Capitol Building, Boise, Idaho. 


zone number if any); allow 


70 Fifth 


New York 11, N. Y. 


FLUOR 


Engineers & Constructors 


The Board of Directors of The 
Fluor Corporation, Ltd., has 
declared a regular quarterly 
dividend of 30 cents per share 
on capital stock payable July 
24, 1959, to stockholders of rec- 
ord July 8, 1959. 


Francis E. Fischer 
Secretary-Treasurer 


Los Angeles, Calif. June 8, 1959 


CHANGE OF ADDRESS 
Please send old address (exactly as imprinted on mail- 
ing label of your copy of Forses) and new address (with 


four weeks for changeover. 


FORBES SUBSCRIBER SERVICE 


Avenue 


TELEVISION 


CONCERTO 
FOR TWO 


While critics clucked and 
buyers balked, David Sarnoff 
alone continued to court color 
TV. Now he has a convert in 
Admiral Corp. 


Tuey laughed when David Sarnoff sat 
down at his corporate RCA piano and 
began to beat out his Color Concerto 
For One. To a large degree, they are 
still laughing: RCA has thus far 
poured an admitted $130 million into 
color TV with not yet a penny of 
profit showing. But last month Soloist 
Sarnoff suddenly found himself play- 
ing a duet with—of all people—Ad- 
miral Corp. President Ross Siragusa. 

Striding onto the stage of the con- 
verted warehouse in Chicago that 
serves as Admiral’s convention hall, 
Color Convert Siragusa proclaimed: 
“Side by side with RCA, Admiral 
has moved into color TV all the way!” 
The Admiral dealers in his audience 
dutifully filled the hall with cheers. 

But Wall Street was not sure what 
all the cheering was about. No stran- 
ger to color TV, Admiral had already 
been burned once. Beginning in 1952, 
it doggedly tried to make a go of 
color TV receivers but gave up the 
color TV ghost in 1957. Nevertheless. 
insisting that color sets are now “easy 
to operate” and “virtually as trouble- 
free as black & white receivers,” Ad- 
miral’s Siragusa is willing to try 
again, sees sales of 150,000 color sets 
this year, perhaps 175,000 more in 
1960. 

Sarnoff’s Song. Actually, Admiral’s 
strategy is fairly sound. Though not 
yet setting the retail world on fire, 
the color TV market is growing. In 
carving itself a slice of those sales, 
Admiral will not only buy its color 
tubes from RCA, but need only pur- 
chase enough tubes to meet demand. 
It will still be RCA which continues 
to take the big risk, pouring addi- 
tional capital into manufacturing and 
inventories and jamming even more 
hours of color telecasts into its pro- 
gramming. 

Admiral’s ploy, however, made little 
impression on that other potential 
producer of color receivers, General 
Electric, whose 1959 line of sets is in 
living black & white only. “The cur- 
rent level of color TV technology,” 
GE maintains, “will not support an 
all-out color program.” That may be 
so, but if more Admirals join in sing- 
ing Sarnoff’s song, the old master’s 
voice may sound the last laugh after 
all. 
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August Sept. Oct. Nov. Dec. 
Production 128.0 131.0 134.0 136.0 137.0 138.0 141.0 142.0 
Employment 114.2 115.2 115.3 115.3 116.1 115.6 116.2 116.2 
Hours 96.7 98.2 98.2 99.2 100.0 995 100.0 101.0 
Sales 123.7 125.6 131.2 137.8 127.4 125.8 127.2 133.6 
Bank Debits 145.1 142.9 153.6 148.1 150.7 145.5 147.7 151.3 
INDEX 127.3 126.2 126.4 128.3 


115 


Jan. Feb. March April May 
(Prelim. 

143.0 145.0 147.0 150.0 152.0 
116.6 116.8 117.5 118.6 119.1 
100.0 100.3 100.8 101.0 101.5 
126.2 130.3. 132.1 131.2 135.9 
158.7 159.3. 157.7 164.7 165.9 
129.0 130.3 131.0 133.1 134.9 


THE MARKET OUTLOOK 


Pause for Refreshment 


Every market analyst, every securities 
analyst, must be an “expert” in various 
fields of endeavor. It’s not that this 
is a business which can be learned in 
school, nor that there are time- 
honored traditional yardsticks which 
can be followed blindly. If anything, 
speculation—and this is our pursuit of 
happiness even if we call it by another 
name—is an intuitive applied art re- 
quiring a special “feel” as much (if 
not more) as a well-grounded back- 
ground. This is why, in Wall Street, 
“You Gotta Have Heart.” 

Apart from the foregoing, every 
market and securities analyst has to 
be an accountant so he can interpret 
the figures correctly. He must also be 
an economist so that he can under- 
stand present trends and forecast the 
general future. He must be a sales- 
man so that he can convince the reader 
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by SIDNEY B. LURIE 


to act. Above all, 
he must be a psy- 
chiatrist or 


psy- 
chologist, for he 
must be able to 


sense the security 
buying public's 
reaction to news 
developments. 
The latter observation 
larly true today, for 


is particu- 
something 
has been added to the market place 


new 
via recognition of the fact that 
our Government must compete with 
private industry for money to manage 
its debt. The fiscal perplexities which 
have and will continue to plague the 
present generation of security buyers 
are primarily the price of bigness. 
They are not beyond solution. But 
the money problem, which became 


headline news via the Administration's 


in the ceiling 
and the debt 
chilled speculative sentiment early in 
June. And the simple 
recalled the that when 
the prime commercial rate was around 
current levels in 1957, and the Federal 
Reserve Board was pursuing a tight 
money policy, there 
consequences in the economy and the 
stock market 

Thus, the big question at the mo- 
ment is whether an historical parallel 


request for an increase 


on interest rates limit, 


reason is 


everyone fact 


were disastrous 


can be drawn or whether the money 
situation will prove to have been 
merely the excuse for a pause that re- 
freshes. In this connection, several 
constructive thoughts come to mind 
which suggest that history will not 
repeat itself. 

e In 1957, the business situation 


itself was highly vulnerable as readers 
of this column will remember. Now, 
however, the business outlook is good 
and getting better, with a capital goods 
boom developing, rather than fading 
away. 

e The tightness of money is likely to 
lessen in the current half year inas- 
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HOW TO COPE WITH 
CREEPING INFLATION 


Announcing Value Line’s comprehensive new guide to 


REAL VS. IMAGINARY PROFITS 


Despite all facts to the contrary, it is widely believed that virtually every sto k 
rises rapidly in a period of inflation. 


The truth is this: Not only do many stocks go down during inflation . . . but they 
do so because of inflation. On the other hand, those stocks which are helped by 
inflation usually possess one or more of 19 clearly identifiable characteristics. 


Especially well-situated, for example, are companies that 1) enjoy wide 
profit margins, (2) manufacture labor-saving equipment, (3) have special tax 
advantages, (4) operate in industries protected by the government. 


All 19 Inflation-Protection Attributes—together with 244 specific, illustrative 
stocks presented and explained in a new 31-page guide just released by 
The Value Line Survey 

This guide entitled “Security Selection During a Period of Inflation” is made 
available without charge to investors who accept the introductory offer outlined 
below. 

Also included in the guide itself are clear explanations of 

@ The 3 ways inflation can increase stock-prices 

@ What happens to dividends 

@ Why not all stocks rise as inflation progresses 

@ The importance of underlying factors, e.g. value of assets, costs of replacmn 

facilities, ete 

@ The effects of fluctuation in the money supply, price controls, fear of infla- 

tion vs. its real effects, et 

@ 8 pro-inflationary factors, 6 anti-inflationary factors 

@ 53 operating exhibits of inflation-favored companies 


@ Other inflation hedges: real estate, precious gems & metals (gold, platinum, 


diamonds, ete.) 
SPECIAL JULY OFFER 


Tf you accept Value Line's introductory trial of the next 4 weeks of full serv- 
ice—for only $5 instead of the regular $10——vou will also receive the following 
free of charge 1) The pressingly important Inflation Guide outlined above, 

2) The Value Line Summary of Advices on 850 major stocks and 50 Special 
Situations, (3) The Value Lin’ Survey of 35 Chemicals, 18 Drugs and 6 Tire 
stocks, Included are full page reports—together with Value Line Rating Charts 
giving you a clear and visual diagram of normal value 
of the 59 stocks covered, among them: 
Air Reduction Koppers 


current price on Cac h 


Bristol-Myers Sterling Drug 


Allied Chemical Minnesota Mining Gillette Warner-Lambert 
Amer. Cyanamid Monsanto Johnson & Johnson Firestone Tire 
Dow Chemical Olin Mathieson McKesson & Robbins General Tire 

Du Pont Texas Gulf Sulphur Merck & Co. Goodrich 

Grace (W. R) Union Carbide Parke, Davis Goodyear Tire 


Hercules Powder Amer. Home P'dcts Pfizer (Chas.) U. S. Rubber 


And under your 4 week trial subscription, vou will receive (a) the next 4 
weekly editions of the Value Line Survey with reports on over 250 stocks, (b) 
a new Special Situation Recommendation, (c) a Supervised Account Report, 
d) two Fortnightly Commentaries, and (e\) Weekly Supplements The annual 
subseription rate is $120 


To take advantage of this Special Offer, fill out and mail the coupon below. 


Name 

Address 

City . Zone Ntate 
Send $5 to Dept. FB-132 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD © Co., Inc 
Value Line Survey Building. F. 44th 


much as: a) the Government probably 
will enjoy a surplus in fiscal 1960; b) 
corporations will not be big borrowers 
for inventory accumulation. Matter of 
fact, the corporate economy as a whole 
is much healthier now than it was in 
1957. 

e Easy money is not our historic 
way of life. Witness the fact that 5°, 
high-grade bond yields were the rule 
rather than the exception prior to the 
1930s. 

e Unlike 1957, when tight money 
was a financial page headline, the 
psychological adjustment point seems 
to have been made. The latest credit 
market maneuvers have largely gone 
unnoticed. Furthermore, the fact re- 
mains that the F.R.B. is trying to 
brake---not break—the boom. 

Speaking of psychology—and this is 
the theme of the current column—one 
sobering thought does come to mind: 
theoretically, high-grade bonds now 
can compete with stock market money. 
On balance, however, this does not 
necessarily spell a wholesale shift of 
investment funds. And the reason is 
simple: the threat will not become 
effective until confidence (which is 
perhaps another way of saying psy- 
chology) in the corporate outlook 
lessens considerably. This is the cata- 
lyst which would focus attention on 
the opportunities in senior securities 
to the extent where it would be a posi- 
tive depressant on stock prices. 

Thus the money impact has been, 
and probably will continue to be, 
localized. For example, there seems 
little point in buying utility common 
stocks when they now yield one half 
of 1% less than bonds. True, the 
utility industry is almost an automatic 
beneficiary of the nation’s steadily 
growing population. But the growth, 
in most instances, is not as dramatic as 
can be found in other industries. As 
a result, tight money probably means 
a declining utility price-times-earn- 
ings ratio 

Our “big era” means big problems 
too, one being the question of where 
stock market lightning next may 
strike. This column's theme is to th: 
effect that: a) the vogue for science 
fiction stocks, like that for the grocery 
store stocks many months ago, has run 
its course. And there is a long period 
of indigestion ahead. b) the biggest 
and best opportunities can be found 
in the capital goods stocks, the unex- 
ploited companies with special earn- 
ings vitality. In other words, from 
here out, more probably will be paid 
for reality than for romance, for ma- 
terial things than for mystery. Signifi- 
cantly, a dynamic earnings potential 
can come from “within” via new man- 
agement or new conditions in prosaic 
(CONTINUED ON PAGE 50) 
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My fortune-building formula is for in- 
vestors with small funds rapidly to acquire 
financial independence. | have re- 
search to that end for nearly fifty years. 
More than five thousand investors can 
testifv to the fortune-building success of 
my discoveries. The formula is very sim- 
ple. We find you the basic potentials of 
growth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building formula 
That is why over five thousand investors 
are reading our weekly “Stock Market 
Appraisements” we formerly syndicated 
nationally on financial pages under the 
heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic factor in fortune-building. No 
wonder so many investors are anxious to 
keep in contact with our recommendations. 

This demand from everywhere for our 
reliable guidance selecting special 


SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Thinking realistically, we must agree 
that fortunes are built from «mall funds 


only through far-sighted specializing, not 
through diversification. A few poor selec 
tions destroy the gains of years. Funds 


were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou 
ble current cheap prices many times 

The only sure fortune-building is done 
through such fund enhancement research 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year. Instead, too many investors see their 
cash values shrink 

ot so long age when one of our dis 
coveries was selling near three dollars we 
said, “a few hundred shares bought now 
should pay for the future education of 
children, soon pay off the mortgage or 
provide security for old age.” It went up 
immediately and advanced about one 


growth values forced us to publish our Who, from Gevoting many years building fortunce thousand percent on the American Stock 

comments in inexpensive weekly analytical for investors, wrote “America Tomorrow.” called Exchange and promises much greater 
. ‘the most far-seeing economic guide for the 

guidance bulletins which are now being future,” sent free to his clients with his °'2? growth. Now, we are about to recommend 

read by thousands of investors each week. Safety Rules” for Investors and Traders other low price growth situations that also 


To buy low-price long-term growth situ- 
ations before the public recognizes their 
potential values largely eliminates the hazards of speculation. 
Now, thanks to the discovery made while evaluating fundamental 
psychological factors found in the Roystone Heavy Industry 
Formula, we follow the rules that make for growth. Currently we 
anticipate a long bull market in natural commodity growth stocks. 
We are exploring the field to uncover the issues that show the 
greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 
knowledge of stock market psychology and the dangers of 
following distribution activity. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries. 


promise such unusual capital gains 


Read what the Press Service that 
syndicated his “Comments” said: 


“What “Rovstone says . is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market 
With a truly remarkable record in earlier vears while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in- 
vestment and business guidance. Such assistance can be derived 
only from factually appraising investment opportunities in the 
light of future political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your investment problems, we have created 
our special protective and instructive Contect Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send twenty-five dollars ask for the names of our low price 
growth discoveries that we expect to more than double during 
the next few weeks: And also request “America Tomorrow” and 
these famous 27 Safety Rules for Investors and Traders. Now 
is the time to switch stocks too high into growth stocks too low. 
Annual subscribers may send a list of their stocks for the personal 
comments of W. H. ROYSTONE, Forest Hills 8, Long Island, 
N. ¥. CInstituted 1931.) Midtown consultation appointment, $25. 
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ECTRONICS 
STOCKS... 


What’s Ahead for 
1959 and 19607 

Electronics sales — which have grown 
80 fast since 1948 they have made elec- 
tronics America’s 5th largest industry 
—are projected to mushroom another 
$6 billion by 1963. Even bigger growth © 
is forecast for after 1963. Not all elec- © 
tronics stocks will share in this growth 
Many early TV stocks grew for a while, — 
then faded out. Now many of today’s ~ 
Space Age electronics stocks may do ~ 
the same. To help you rate any elec- ~ 
tronics stocks you may own or are 
planning to buy, our Editors have just — 
analyzed 260 electronics stocks 
have compiled a major new Report en- - 
titled “The New ‘Profit Guide’ to 260 © 
Leading Electronics Stocks”. We have 
studied company activities, stock prices © 
and earnings trends of all 260 stocks | 
and from these 260 we select in a second 
new Special Report: ‘23 frocks To © 
Offer You A Profit Stake In The Com- 
ing Growth of Electronics’. Both of 
these new Reports are yours as a doubl: 
bonus now when you send just $1 (new 
readers only) to try our weekly advisory 
service "The Growth Stock Letter’ for 
the next two weeks. Mail this ad wit! 
your — — address and $1 toda) 
to Dept. : 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 8], MASS. 


AT&T Convertible Bonds 
Up 79% in 14 Months 


New York, N. Y.—How investors can profit 
from selected convertible bonds is shown in 
new report just issued by R.H.M. Bond 
Review, copies of which are available to 
interested readers free on request 


As this unusual report shows, at any mo 
ment in the market certain convertible 
bonds will be selling near their investment 
values as straight bonds and close to con- 
version parity. They present, therefore 
far less risk than common stocks, yet any 
strong upward movement in the common 
must show substantial profits in the bonds 
due to their conversion privileges 


You cannot watch maturing opportuni- 
ties in 190 actively traded convertible 
bonds, but R.H.M. Associates can do it 
for you. Our new publication, the R.H.M 
Rond Review, is not only a complete 
charted record of the entire bond market 
but is a complete investment advisory 
service covering every aspect of converti 
ble bonds which can keep you up to date 
on new opportunities as they develop 


Unique, two-color conversion-ratio charts 
m each of the 190 convertible bonds now 
trading show how you can spot the profit 
able buying opportunities. Send today for 
the fascinating story of Convertible Bond 
*pportunities. This timely report is yours 
free and without any obligation. Write 
for ‘‘Convertible Bond Opportunities,"’ 
Dept. F-140, R.H.M. Associates, 220 Fifth 
Ave., New York 1, N.Y. 


DOW THEORY LETTERS 
by Richard Russell 


A service which teaches you to apply the famous 
Theory to your own portfolio or business writ- 
ten by an expert for serious investors who want 
the facts. Send tor brochure explaining the 
Dow Theory, reprints of the author's tour recent 
articles in BARRON'S, and « one-month trial 
subscription (4 issues), $1.00. ($40.00 annu- 
ally, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 


INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Some Attractive Stocks 


Amonc stocks I consider attractive at 
this time, are the following: 

Bohack (a newcomer to this 
column), organized in 1903, operates 
a chain of grocery stores in Brooklyn 
and other Long Island communities 
on a cash and carry basis. As of Feb- 
ruary 1958, there were 186 stores in 
operation, 166 of which were self- 
service. A new type miniature super- 
market was opened last year for the 
purpose of catering to walk-in trade 
in heavily populated city areas. It will 
be interesting to see how well this 
new store goes over. It could be 
significant of a new trend. 

In April, the company’s president 
stated that Bohack’s expansion plans 
for the current fiscal year included 
the opening of 15 new supermarkets 
on Long Island, and one each in Man- 
hattan, the Bronx and Westchester. 
He also said that 24 present markets 
would be enlarged and/or remodeled. 
Sales have been in a rising trend for 
some years and, since 1950, have in- 
creased from $89.5 million to $161.4 
million through 1958. Earnings during 
this period have held steadily, having 
ranged from a low of $2.50 a share in 
1951 to a high of $4.60 a share in 1955. 
Earnings last year amounted to $2.89 
a share and should improve in 1959. 

During recent years, management 
has done much to improve the com- 
pany’s competitive position, having 
been quite aggressive in sales promo- 


advertising, 

public _ relations, 

new equipment, 

merchandising, 

etc., all of which 

should result in 

increased sales 

and earnings dur- 

ing the years ahead. The stock, re- 
cently 37, pays $2, so that the return 
is 5.4¢,. Capitalization consists of $8.2 
million in funded debt, two classes of 
preferred stock, of which one is closely 
held, and 422,148 shares of common 
stock. 

Carrier, a leader in the manufactur- 
ing of air conditioning, heating and 
refrigerating equipment, has been a 
disappointment for some years. How- 
ever, the company’s management is 
working hard to bring about a 
change for the better. During the 
1955-57 period, the company ac- 
quired Affiliated Gas & Equipment 
and the Elliott Co., and as in the case 
of many acquisitions, problems of 
various sorts arose. This, added to 
the 1957-58 recession, caused earn- 
ings to decline from a $4.50-$4.25 
per share area to $3.17 a share and 
$3.27 a share in 1957 and 1958, re- 
spectively. A slight improvement is 
looked for this year, and it is possible 
that full year’s results will approach 
$3.75-$4 per share, for management 
is applying such tools as cost-cutting. 
a stronger sales force, and a stepped- 


tion, 
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up research and development pro- 
gram, etc., in order to bring about this 
improvement. 

There is little doubt that the air- 
conditioning industry has an excel- 
lent future; the company’s 1958 an- 
nual report stated that “relatively 
few homes are as yet air conditioned, 
many existing commercial structures 
will have to install air conditioning 
in order to be competitive, the ad- 
visability of air-conditioning institu- 
tional buildings, such as churches, 
hospitals, and schools is becoming 


increasingly recognized: the factory - 


market, with emphasis upon air con- 
ditioning for greater productivity, is 
virtually untapped.” The stock has 
held in a narrow range of 40-48 for 
some 30 weeks and currently is 
around 43, where it would appear 
reasonably priced. Range since 1957: 
65-31; indicated annual dividend, 
$1.60. 

Ex-Cell-O, another newcomer to 
this column, manufactures machine, 
precision, and cutting tools for the 
aircraft, automotive and metal-work- 
ing industries. In addition, special 
machinery, automation equipment 
and dairy equipment are also made. 
In the dairy field, the company manu- 
factures machines which form, coat, 
sterilize, fill, seal and date single 
service paper containers for packag- 
ing milk and other dairy products. 
These machines are called “Pure- 
Pak” and are handled on a lease- 
rental basis. This division has become 
a very important source of income to 
the company and is now yielding ap- 
proximately $25 million in sales and 
around $5 million in net profits. 

The automotive industry, as readers 
know, is planning important changes 
in its 1961 models in addition to the 
introduction of small economy cars 
this fall, and it is expected that Ex- 
Cell-O will receive orders from this 
direction. Military business should 
also continue profitable. The com- 
pany’s growth record has been most 
impressive through the years, having 
increased every year since 1946 to 
1957, from $19.3 million to $168.9 
million respectively. The 1958 reces- 
sion hit hard, and sales declined to 
$123.8 million, from which they are 
expected to recover this year. Earn- 
ings have shown a comparable in- 
crease and decline, and are estimated 
at around $2.50-$2.75 a share for 
1959. A dividend has been paid each 
year since 1936, with the current 
annual rate at $1.50 per share. The 
stock was split 2-for-1 in 1957, and 
since that time, has held a range of 
29-50. Current price: 44, where it 
acts well. Capitalization is conserva- 
tive, consisting of $3.5 million in 
funded debt and 3.711.000 shares of 

(CONTINUED ON PAGE 53) 
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Reynolds Co. 
Offers 3 Free Folders 


On Advantages of Owning 
Mutual Funds 


You may have asked yourself: Are Mutual Funds suitable for me? 
How can the triple investment advantages of Mutual Funds—diver- 
sification, professional management, and: continuing supervision of 
holdings—be put to work in my personal investment planning? To 
help answer these questions Reynolds & Co. will send you one ot 
the free folders described below 


Reynolds & Co. is prepared to sell all leading mutual funds and 
can give you unbiased, professional assistance in selecting the right 
Fund or Funds for your specific needs. We can tell you their respec- 
tive risks and advantages... and their records in working for their 


stated investment objectives. When you decide to invest, our experi | 


ence and first-hand knowledge of the mutual fund field are at your 
disposal. 


Which Free Folder Do You Want? 


1 s YOU Are Going To LIVE LONGER... 
But How Well Will You Live? 
An important 16-page folder expiaining the benefits and 


applications of mutual funds which are available for the 
man aiming at retirement 


aS 4 
2. The Big Price Tags in Your Future 4 


Takes a constructive look into the future of the typical 
executive and the big price tags that lie ahead. Tells how 
Mutual Funds may help you in your budget planning. 


3 Reasons Why So Many People 4 


Have Bought MUTUAL FUNDS ie 


A concise, 6-point description of the principal features of 
Mutual Funds, and the principal types of Funds available 
for your particular investment program 


Reynolds & Co. 

Members New York Stock Exchange 

120 Broadway, New York 5 : 
Attn: RICHARD S. GRAHAM, Department FM-1 


Please send me, free, Mutual Funds folder No. 


NAME. 


FASE PRINT 


ADDRESS_____ 
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A POSTMAN'S 
REMARK ADDED 
$2,000 TO MY 
INCOME 


By a Wall Street Journal 
Subscriber 


I was chatting with the postman who de- 
livers my mail. He remarked that two 
families on his route who get The Wall 
Street Journal had recently moved into 
bigger houses. 

This started me thinking. I had heard 
that The Wall Street Journal helps people 
get ahead. “Is it really true?’ I asked 
myself. “Can a newspaper help a man 
earn more money ?” 

Well, to make a long story short, I 
tried it and IT DID. Within a year I 
added $2,000 to my income. 

This story is typical. The Journal is a 
wonderful aid to men making $7,500 to 
$25,000 a year. It is valuable to the 
owner of a small business. It can be of 
priceless benefit to young men 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM7-1 


AMEE 


MARKET "MYSTERY" 
TO MARKET MASTERY 
WITH THE 


SENSITIVE INDEX 


reliable market guide whose signals 
have a well-sustained record of accuracy. 


@ Check this Index for a working solution 
to your investment problem. 


@ Let its BUY and SELL SIGNALS help 
you to greater profits, 


SPECIAL OFFER: If you have never subscribed 
to THE SENSITIVE INDEX before, send $1.00 
for a three weeks trial subseription now. Compare 
the present action of this index with that of the 
erucial year (929. This may prove most im- 
portant te you 


STEPHEN GARGILIS 
FINANCIAL SERVICE 


30 HUNTINGTON AVE. 
Boston 16, Mass. 


CANADIAN PACIFIC 
RAILWAY COMPANY 
DIVIDEND NOTICE 


At a meeting of the Board of Directors 
held today a dividend of seventy-five cents 
per share on the Ordinary Capital Stock 
was declared in respect of the vear 1959 
payable in Canadian funds on August | 
1959, to shareholders of record at 3:30 p.m 
on June 19, 1959 

By order of the Board 

T.F. Turxer 
Secretary 


Montreal, June 8, 1959 


44 


y L. O. HOOPER 


Recent Stock Market Influences 


Tue FRB index of production, which 
usually is regarded as an index of 
business conditions, is at a new record 
of 152 or higher. Economists agree 
that the outlook is excellent for 
further industrial growth and a 
steadily rising standard of living. Cor- 
porate earnings in the aggregate this 
year promise to reach a new peak. 
Many dividend increases can be ex- 
pected. The political environment is 
comparatively tranquil. 

Yet, as compared with its recent 
performance (at mid-June), the stock 
market languishes. It has lost its ear- 
lier momentum. More stocks are going 
down than are going up. While the 
popular averages may have felt it 
only slightly, the fact is that most 
speculative stocks have been “in a 
correction” since late in March, or for 
about three months. 

A number of things have combined 
to create this less dynamic perform- 
ance: 1) The rather extreme mid- 
winter overspeculation in electronics 
and science stocks to which this col- 
umn began to draw attention as early 
as February 15; 2) The continued rise 
in interest rates which has made bonds 
more attractive than stocks to those 
seeking immediate income (note the 
weakness in utilities which generally 
are regarded as income stocks); 3) 
Persistent selling in better quality oil 
shares, much of it believed to be in- 
stitutional in character; 4) The fact 
that some of the mutual funds have 
been hoarding most of their new cash 
instead of investing it immediately 
as they usually do; and 5) Less en- 
thusiasm regarding pure speculation 
by those few marginal people who 
grapple on to half-baked buying sug- 
gestions (the “tips” have not 
making good). 

In the stock market, never under- 
estimate the psychological influence 
of “how people are doing.” Success 
breeds more enthusiasm. On the other 
hand, if the nimble trader has little 
or only indifferent success, as has 
been the case recently, he loses buy- 
ing interest. 

The aftermath of this correction, in 
my opinion, should be a better stock 
market this summer. I reason that 
much has been accomplished to purge 
us of the excessive winter speculation 
in “imagination” issues, that the cash 
in mutual fund coffers cannot long 
remain idle, and that very little of 
the capital of individual investors just 
now will flow out of (popular) stocks 
into (unpopular) bonds 


been 


Most important 
of all, I take seri- 
ously the stock 
market lore which 
teaches that, in a 
normal year, the 
probability of a 
strong seasonal 
midsummer rally is greatly increased 
if the list has had a “correction” in 
April, May and June. Historically, 
the chances of a rising market in July 
and August are much better than the 
chances of a rising market in May or 
early June; and historically the odds 
in favor of a rise from whatever lows 
are made in June to a seasonal peak 
some time in August or early Sep- 
tember are even wider. 

It should be kept in mind, however, 
that the “vogues” in any better mar- 
ket this summer are likely to be very 
different than the “vogues” of last 
winter. Remember I talked about “A 
Change in Vogue” I saw coming in my 
April 15th column. I would guess that 
the electronics and science issues, the 
oils and the aircrafts will not be a 
part of this summer’s vogue. I would 
look for the better stocks to be more 
prominent than they were last win- 
ter, partly because the type of buye: 
likely to start any summer buying 
movement (especially the mutual 
funds) has a prejudice toward more 
seasoned and representative, 
less speculative issues. 

Some of the groups I would expect 
to do better during the summe 
months are the air transports, the 
autos and auto parts issues, a few of 
the rails, the chemicals, most of the 
steels (especially if there is a strike), 
and perhaps the now relatively un- 
popular coppers. I think there also 
may be more interest in selected capi- 
tal goods issues, in some of the air 
conditioning issues (like Borg-Warn- 
er, Trane and Fedders), and in some 
of the machinery issues (such as Cin- 
cinnati Milling Machine, Clark Equip- 
ment and Ex-Cell-O). 

Without trying to guess what the 
stock will do in the market, it seems 
to me that International Harvester 
(47) is a much better than average 
value in a “name” stock. For the year 
to end October 31, this company 
should show net earnings of around 
$4.50 a share without including 50c 
to $1 a share more accruing from the 
undistributed earnings of non-con- 
solidated subsidiaries. Most people do 
not realize that this company is about 
45°, motor trucks and only about 
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33°, farm equipment other than motor 
trucks. A substantial part of the re- 
maining miscellaneous business is in 
the production of steel. Harvester has 
not increased its dividend rate since 
1952, or changed its capitalization 
since 1948. The possibility of either a 
cash extra or some kind of a stock 
dividend in 1959, therefore, would 
seem to be good. At any rate, not 
many “name” stocks are available on 
such a low price earnings ratio basis. 
The company’s management has be- 
come more aggressive in late years. 

Eastern Industries (1512) is down 
substantially from its old high around 
26. Recent poor earnings are not rep- 
resentative of what the company is 
expected to show during the next 
year or two. This probably is a good 
time to buy the stock National 
Electric Welding (20%2) is expected 
to show much better earnings for the 
June quarter, perhaps 40c to 50c a 
share, and still better results as the 
year wears on. This is an automation 
company which has some interesting 
new products now commanding an 
excellent reception 

A number of successful institutions 
continue to dollar-price-average in 
stocks like International Business Ma- 
chines, Addressograph-Multigraph, 
Kodak and Texas Instru- 
monthly quite regardless of 
price . . . There’s much going on in- 
ternally in International Telephone 
(3742), one of our old favorites. The 
new president resolved to do a 
better job, over a period, in develop- 
ing the earnings potential of this giant 
communications equipment company. 
If he does as well as he did with 
Raytheon, the stock is worth holding 
over an extended period—and he has 
much more to work with than he had 
in Raytheon 

One estimate is that Fruehauf 
Trailer (2542) will show 60c earned 
in the second quarter, 75c in the third 
quarter and better than $2 for the 
year. Some think this company over 
a period of a few years will develop 
an earning power of $4 a share or 
more. Fruehauf seems to be on the 
march once more 

Some weeks ago, this column men- 
tioned that the best way to buy into 
Reynolds Metals (99) is through the 
purchase of U.S. Foil B (64). At that 
time, ownership of Reynolds Metals 
by U.S. Foil was understated at about 
88 shares of RLM for each share of 
USF B. Actually, allowing for cer- 
tain complicated inter-company rela- 
tionships, each 100 shares of U.S. Foil 
B represents about 95.074 shares of 
Reynolds Metals. Assuming Reynolds 
Metals is earning about $5 a share this 
year, the price earnings ratio of the 
stock is about 20. At 64 the price - 
(CONTINUED ON PAGE 51) 
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HOW 


SHREWD 


in stocks under $5 or $10 


Now you can get revealing reports giving analysis and opinion on investment bargains 
in little-known stocks. These are stocks of HIGH-GRADE companies that are well 
managed, have good earnings prospects, yet are overlooked by the average investor. . . . 
We specialize in selecting these stocks selling under $5 or $10. A. J. G. of Westport, 
Conn., writes: “I now take 4 other services, but vours is one of the best | have seen 
for the small investor.” 


FREE REPORTS 


See for yourself how large profits may be 


® reaped from a small investment in these 
LOW -PRICED “hidden-value stocks.” The 
recommendations you receive are impartial. We are not an investment dealer or 


broker. and no salesman will call. To receive free SSR Reports for one month, just 
mail this ad—or posteard—together with your name and address to: 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-16, SEAFORD, L. I, N.Y. 


PACIFIC POWER 


LIGHT COMPANY 


Dividend Notice 


Quarterly dividends of $1.25 per share on the 5°; 
preferred stock, $1.13 per share on the 4.52°, serial 
preferred stock, $1.54 per share on the 6.16‘, serial 
preferred stock, $1.41 per share on the 5.64‘, serial 
preferred stock. and 40 cents per share on the 
common stock of Pacific Power & Light Company 
have been declared for payment July 10, 1959, to 
stockholders of record at the close of business 
June 30, 1959 

PORTLAND, OREGON H. W. Millay, Secretary 
June 10, 1959 


THE TEN MOST ACTIVE STOCKS ON 
THE NEW YORK STOCK EXCHANGE 


How often have you wondered if it wos safe to jump in ond buy when stocks such os POLAROID 
GENERAL TIRE, STD. PACKAGING, AMER. MOTORS are being troded in thousands of shares at the 
top of the most active list? We believe that we con now onswer this vital question 

After years of research we offer “THE TOP TEN,” an analysis of the ten most active stocks of the 
week listed on the N.Y.S.E. This analysis is keyed to timing—volume—price ronge, and volatility 
To the best of our knowledge this is an importont ‘first’ in stock analysis 

The investor who insists on being fully informed will find mony answers to the problem of 
establishing positions in mony good situations as they come to the fore 


— CAPITAL GAINS — 


To achieve capital gains is a primory objective for investors in all tax brackets. To help attain 
this goo! we would like to have you reod our book, “TRADING BLUE CHIPS FOR CAPITAL GAINS 
We will send you a copy and 3 weeks of ovr complete advisory service including the new TOP 
TEN ANALYSIS” for only $1.00 (or $1.25 airmoil 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 


YOUR SAVINGS EARN MORE! INACTIVE 


SAVINGS ASSNS. Bought & Sold 
Marl ad for Get atts — last cal’ 
INVESTORSERVICE ALBERT }. CAPLAN & CO. 
11 W. 42nd New York Members: Phila Bolto Stock Exch 
LA 4-7665 - a FREE service Boston & Pitts. Stock Exch. (Assoc) 
Free gifts! * commercially 1516 Locust Street, Phila. 2, Pa. 


— 
50 HIGHEST -RATE 
FED. AGENCY INSURED J J 
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BEST °5 
NVESTMENT 
EVER MADE 


By a Berron's Subscriber 


One of the most profitable moves of my in- 
vesting experience cost me only $5. For this 
small sum I began to acquire an asset that 
has brought me untold benefits 

I mean the knowledge of investment values 
I've gained by subscribing to Barron's Na- 
tional Business and Financial Weekly. 

This has helped me do a better job of 
separating good investments from bad invest- 
ments. I have built my capital and increased 
my investment income. I have gained greater 
peace of mind financially 


This story exemplifies how Barron's serves 
its readers. There is no other business or in- 
vestment publication like it. It is written for 
the man who makes up his own mind about 
his own money. It is the only weekly affiliated 
with Dow Jones, and has full use of Dow 
Jones’ vast, specialized information in serv- 


you 

n Barron's you are shown what, where, 
and why the REAL VALUES are, behind cur- 
rent security prices. You get clear, well- 
founded information each week on the 
condition and prospects (the changing for- 
tunes) of individual corporations—and on in- 
dustrial and market trends. 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for only $5 
This trial subscription for $5 will bring you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight . 
the investment implications of current polit- 
ical and economic events the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities 

See for yourself how important Barron's 
can be to you in the evential weeks ahead 
Just tear out this ad and send it today with 
your check for $5: or tell us to bill you 
Address: Barron's, 392 Newbury Street, Bos- 
ton 15, Mass. F-7l1 


Opportunities in WARRANTS 


if you ) interested in making each $1 do 

rk of $100 or $1,000 in a — 

marbet—then you should be intereste 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do Hw avoid the equally great 
losses which may follow unintelligent 
speculation in warraats? 

@ What warrants are outstandin 
day's market and how should 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely- poumnes, ond 

only full-length study of its HE 

SPECULATIVE MERITS OF COMMON stock 

WARRANTS" Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
ou should know about, send $2.00 to 

H. M. Associates, Dept. 

F-141, 220 Fifth Avenue, New 

York 1, N. Y¥. or send tor 

free descriptive folder. 


in to- 
they 


For ONLY $6.00 A YEAR 
The Mutual Fund Reporter 


Gives all mes Fund Sales, Purchases & Holdings. Same 

yhere for $30-$65 a year! 
Since we cover only Mutual Funds we can include 
this as a regular feature! Fund activities are guided 
by the world’s most experienced Bankers & Advisors 
and their activities often foreshadow market changes. 
We now devote a separate supplement to these changes 
due to popularity of this dept. ALSO, reports on all 
Funds, Articles, the how-and-why of mutual investing. 
Please mention name of paper in which you saw this 
ad, Issued monthly. Send check to: The Mutual Fund 
Reporter, Box 364, Fair Haven, New Jersey. 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


Mid-Year Outlook 


Tue splendid results of the first half 
of 1959 are now becoming mere sta- 
tistics. When all the data have been 
compiled, many new records will have 
to be entered—Gross National Prod- 


| uct and personal incomes, production 


and employment, corporate profits 
and dividends, and, last but not least, 
an all-time high for the stock market. 

Mid-year, usually, is only a date 
on the calendar. This year its signi- 
by the 
expiration of important labor con- 
tracts. Negotiations are still pending 
as this column goes to press, but a 
steel strike of indefinite duration now 


seems almost inescapable even though 


the terms of the eventual settlement 
may not vary greatly from what 
could be agreed upon today. The end 
result will be another and completely 
unnecessary turn in the inflationary 


| wage/price spiral which, actually, no- 
| body wants, but the force of circum- 


stances and the need to maintain 


| prestige seem to make this course of 
| events all but inevitable. 


An extended strike in the steel in- 
dustry, and possibly in others too, 
cannot fail adversely to affect third- 


| quarter results for major segments of 


the American economy. However, 
there is no reason to be unduly con- 


| cerned if the present favorable eco- 
nomic trend is interrupted by factors 


which are not basic, 
and extraneous. Even if a_ strike 
could be avoided, a more than season- 
al slowdown is indicated for the third- 
quarter because of anticipatory buy- 
ing in recent months. None of this is 
likely to change the realistic prospect 
of a bang-up fourth quarter, a record 
breaker of the first order. 

As the favorable economic picture 
unfolds, gradually as time progresses, 
one cannot help but marvel at the 
perspicacity of the anonymous mass 
of people of independent judgment 
whose opinion and actions “make” 
the stock market. Ever since last 
September when the averages first 
surpassed their pre-recession peaks, 
the stock market has been forecasting, 
with vigor and conviction, that the 
economy was headed for new records. 
It would not be realistic to expect that 
stock prices should respond again to 
the attainment of objectives which 
had been anticipated months ago. 
Herein lies the explanation for the 
comparatively modest advance in 


but temporary 


| stock prices this year—less than 2°; 


so far for the comprehensive Stand- 
ard & Poor's 500 stock average—in 


the face of truly 
impressive in- 
creases in profits. 

Obviously, the 
pace has to slow 
down as the econ- 
omy transits from 
recovery to pros- 
perity. There is 
still one further step to a boom, which 
could carry both the stock market 
and the economy to. substantially 
higher levels, but the monetary au- 
thorities already have a foot on the 
brake and few economists will argue 
about the merits of the Federal Re- 
serve Board’s policy to keep a close 
check-rein on business and the stock 
market. 

A timely comment on the stock 
market was published recently by the 
Valley National Bank of Phoenix, 
Arizona. It is so concise and to the 
point that it deserves broad circu- 
lation. Forses readers, I am sure, will 
benefit from it: 


“In deciding what to buy, here are 
some criteria. If a stock yields 5% it 
can't be any good; if it yields 3% it 
is probably a blue chip with no 
oomph; if it yields 2% it must be a 
hedge against inflation since there is 
no other reason to buy it, and if it 
yields 1% it is a “growth situation,” 
meaning that no one can figure out 
what it is worth. The next step is 
more difficult. One must avoid buy- 
ing the right thing at the wrong 
time, the wrong thing at the right 
time, the wrong thing at—oh well, 
that is the general idea.” 


After reading these sage comments 
it is difficult not to become hesitant 
to suggest any stock, be it for invest- 
ment or for speculation. Yet, even 
though this bull market has celebrat- 
ed its tenth anniversary, a decade in 
which the stock average has quad- 
rupled, there still are many stocks 
which may not be cheap by 1949 
standards, but which do seem com- 
paratively attractive today. 

My attitude towards the electronics 
industry has always been somewhat 
skeptical, not because I doubted its 
prospects, which are superior, but 
because in too many instances the re- 
lationship between promise and ac- 
complishment, financially speaking. 
had been rather tenuous. It is a young 
industry that seems overrun by phon- 
ies, where a lot of make-up is being 
used to cover up some basic deficien- 
cies. I became even more suspicious 
when speculators gave the entire in- 
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dustry 
months ago. 

There seemed to be cause for eye- 
brow raising when a highly regarded 
stock like Motorola suddenly “took 
off” and jumped from 80 to 130 within 
a matter of weeks. Yet, in this 
particular instance, investigation dis- 
closed good reasons for this remark- 
able _ performance. First-quarter 
profits had increased steeply to $1.35 
a share and with equally good results 
indicated for the second quarter, net 
income for the first half might be $2.80 
a share against only 76c for the same 
period a year ago which was the low 
point of the recession. 

If Motorola can maintain the pace, 
as seems probable, 1959 could bring 
about a major breakthrough in earn- 
ings, perhaps $7 a share or more, com- 
paring with an average of $4 a share 
for the past five years. This is a solid 
accomplishment for this company 
which is firmly entrenched as one of 
the leaders of the electronics industry 
and which has enjoyed prominence 
not only as a maker of television re- 
ceivers and radios for automobiles as 
well as the home, but also in the fields 
of communication, defense and re- 
search. Being comparatively moder- 
ately capitalized with 1,935,000 shares, 
Motorola may be a stock split candi- 


Know Your 
Investments 
Better — 
Reserve Your 
Copy Now! 


Exchanges 
Indexed for Quick Reference 


Available 


Decisions 


for over 56 years 


a wild whirl a couple of 


FINANCIAL 
WORLD'S 1959 


5° 


304 pages—8'4 


50,000 Latest Basic Facts on over 1,800 Stocks 
listed on the New York and American Stock 
Most Concise, Complete Guide to Stock Values 
Your Key to Wiser, More Profitable Investment 
Prepared by the trained staff of FINANCIAL 


WORLD which has been supplying investors 
with business and financial facts and guidance 


date. Now selling at 105 the stock has 
considerable attraction for those who 
are not allergic to fairly wide price 
fluctuations. 

Permanente Cement (26, over-the- 
counter), a major member of the 
Henry J. Kaiser group of companies, 
has a superior record of steady growth 
due to its leading position on the West 
Coast where population and industry 
growth has been progressing at far 
above the national average. Perma- 
nente now has some 24 plants, includ- 
ing major distribution facilities, on 
the Coast, in Hawaii and Alaska. Ten 
years ago there were only nine. The 
company also is an important produc- 
er of gypsum products which account 
for about one third of its volume. 

Permanente’s earnings jumped from 
56c a share in 1950 to 90c in 1954 and 
$1.65 in 1958. At present they are 
running well ahead of last year and 
should exceed $2. Some increase in 
the modest 70c dividend rate seems 
indicated. 

Sterling Drug (54) is best known 
for its proprietaries which include 
Bayer Aspirin, Phillips’ Milk of Mag- 
nesia, etc. This year’s profits most 
probably will continue the five-yea: 
string of new highs. But selling at 
about 20 times estimated 1959 earn- 
the stock is not 


ings of $2.65 a share, 


and, regularly consulted 
x 1014" 


your copy of 1959 Manual 
it FREE with a 
Subscription to 


However, 
justifying the 


exactly a bargain. 
factor, 
eventually 
Sterling Drug’s apparently successful 


the plus 
present and 
even higher prices, is 


entry into an entirely new field, 
namely chemical sewage disposal 
plants based on the Zimmermann Proc- 
ess which converts waste products 
into low-cost steam power. The first 
major contract involving $11,870,000 
was recently signed with the city of 
Chicago. Another, with Wheeling, 
W. Va., is believed imminent. Consid- 
ering the great importance of the 
sewage disposal problem for all mu- 
nicipalities, the Zimmermann Process 
could become a significant factor in 
the future of Sterling Drug. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 


.. . Or FREE with special offer below 
“STOCK FACTOGRAPH”’ Manual Tells You Each Company’s— 


6-month's 


FINANCIAL WoRrto’ with 


PHOTO CREDITS 
Cities Service 


Wide World 


Cover 
Page 9: 
Page 10: Devaney 

New York Stock Exchange 
UPI 


Page 10 


Page 23 


BACKGROUND HISTORY— when and where incorporated, address, time of annual 
meeting, number of stockholders, capitalization, et« 

BUSINESS SET- = principal sources of revenue, properties, acquisitions, field 
of interest 

FINANCIAL Position working capital ratios, cash position, book value of 
Stock, etc 

DIVIDEND RECORD—how long payments have been made, years missed, if 
any, on common and preferred shares, etc 

8 YEARS’ PERFORMANCE. vear-by-year earnings, dividends and price range 
of shares 

OUTLOOK—latest developments, plans for future growth, trends, opinion on 
short and long-term prospects, etc 

COMMENT—whether speculative, a businessman's risk, relative merits as to 
income, growth potentials 

Nowhere else but in the “Stock Factocrarn™” Manual can you get so many 
interpreted facts and figures about so many companies and their stocks foi 
so little cost. Here is the information you as an inve r Suouip Have for ac 

curate evaluation of the stocks you own or plan to buy or sell. Judging by 
the tremendous advance demand, which has exceeded that of all 44 pre 


vious editions, no source book of basic investment guidance is more widely 


This book can be indispensable to your investment success! 


BUY FOR $5.00 ... OR GET FREE 


Send $5 check to Dept. FB-71 


for on any security that interests you 
Or get as often as 4 times a month all 
Trial for $12. Yearly subscription $20 


above services 


4-part investment service Take your choice but reserve thi 
weekly issues of FINANCIAL wom, invaluable Manual now. Advance 
6 monthly copies of “Independent demand exceeds all 44 previous 
Appraisals’ rating 1,440 listed com- editions. Late orders may be de- 
mon stocks, personal Advice-By-Mail layed 


Dept. FB-71, 


FINANCIAL WORLD 


17 Battery Place, New York 4, N. Y. 
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A mutual fund investing 
for growth possibilities in. . . 


ELECTRONICS 
EXOTIC FUELS 
MISSILES and SPACE 
ATOMIC ENERGY 
OlL and GAS 
ELECTRIC and 
GAS UTILITIES 
and other activities related to the 
energy fields. 
Shares may be purchased at Net 
Asset Value. There is no sales 
charge or commission of any kind 
payable to anyone. Shares are re- 
deemabie at 99% of Net Asset Value 


SEND FOR FREE PROSPECTUS 


Write Department F 
Distributor 


RALPH E. SAMUEL & CO. 
115"Broadway, N'Y. 
Tel. COrtiand 7-8600 


T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset value. 
There is no sales load or com- 
mission. 


REDEMPTION PRICE: Net asset 


value less 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 


Free booklet-prospectus describes 


The Fully 
Administered 
Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing in bonds, 
preferred and quality common 
stocks, “balance in accordance 
with the judgment of professional 
management. Mail this ad. 


Name 


Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 


THE FUNDS 


IT TAKES ALL KINDS 


Ir we didn’t have differences of opin- 
ion, it is hard to see how we could 
have a stock market. But it would 
be hard to find two more opposite 


| views than those held last month by 


Hugh Bullock, a mutual funder, and 
Edward A. Merkle, a closed-ender. 
Clearly implying that he saw rough 
weather ahead, 
Bullock, president 
of the five mutual 
funds (total as- 
sets: $525 million) 
managed by Cal- 
vin Bullock Ltd., 
reported that 15% 
of their assets 
were in cash and 
government bonds 
—sharply above 
the 3°, to 5° that has been the norm 
in recent years. Said Bullock in dis- 
tinctly bearish tones, “We want re- 
serve buying power in any periods of 
market weakness.” 

But Merkle, by contrast, cheerfully 
announced that his Madison Fund, 
Inc., (total assets: $142 million) is 
invested right up to its bull’s ears. 
“We have 3°, of our assets in cash,” 
he said, “and that’s the bare mini- 
mum we must have to cover our 
operating expenses and dividend pay- 
ments.” 

Said Merkle: “I 


earnings are 


Edward Merkle 


think business 
getting even more 
healthy than the latest figures show, 
and the figures are pretty darned 
good right now.” Rejoined Bullock: 
“Attractively priced stocks are hard 
to find at the moment.” 


POPULARITY POLL 


UNLIKE old 
don't even 
folios of 


soldiers, old favorites 
fade away in the port-. 
mutual funds, insurance 
companies and other institutional in- 
vestors. The fact that such market 
leaders as Standard Oil (New Jer- 
sey), Socony Mobil and Sun Oil have 
actually lost ground while the Dow- 
Jones Industrial Average was rising 
in the past twelve months prompted 


rumors that professional managers 
were selling off their oil holdings. 
But the latest quarterly survey of 


Data Digest, Inc., compilers of se- 
curity statistics, shows that as of 
March 31, seven of the 13 most wide- 
ly held common stocks in institutional 
portfolios were oil stocks (Jersey 
Standard, Texaco, Socony, Phillips 
Petroleum, Gulf, Standard of Indiana 
and Standard of California). A year 


ago six of the top 13 were oil 
stocks, two years ago only five. Over 
the same two years, institutional in- 
vestors have consistently preferred 
Jersey Standard over all other stocks 
(at the most recent date no less than 
859 out of 1,400 institutions surveyed). 

Vote of Confidence. Professional 
managers, of course, are quite aware 
of the many serious problems pla- 
guing the industry (see cover story), 
but they seem willing to bet on the 
industry’s ability to lick many, if not 
most, of these problems. 

However, the same investors have 
pointedly turned their backs on an- 
other problem-ridden industry—the 
railroads. There isn’t a single rail 
carrier among the 50 most widely held 
issues. Union Pacific, in 46th place 
two years ago, fell to 53rd last year 
and was 5lst at last count. 

One of the most intriguing move- 
ments is the rise of U.S. Steel from 
36th two years ago to 14th (402 
holders) in the current standings. 
The only other steel among institu- 
tional favorites is Bethlehem, up from 
59th in 1957 to 37th now. 


A LOOK AT THE RECORD 


THE nineteenth annual edition of In- 
vestment Companies (which is to 
mutual-fund investors what the Man- 
hattan Directory is to telephone sub- 
scribers) has just been published by 
the Manhattan brokerage firm of 
Arthur Wiesenberger & Co., which is 
headed, naturally enough, by Arthur 
Wiesenberger. With its 416 pages and 
45 pounds (total weight) of infor- 
mation, the Wiesenberger book con- 
tains just about everything the pro- 


fessional mutual funder or serious 
student needs to know about the 
business. This year’s edition re- 


ports performance records, portfolios 
and other data on 329 U.S. and Ca- 
nadian investment companies, both 
open-end and 
closed-end, with 
total assets. of 
more than $17.5 
billion. 

Also out in a 
bright, new 1959 
edition of Wiesen- 
berger’s principal 
competitor, John- 
son's Investment 
Company Charts. 
The Johnson job, published by Buffa- 
lo’s Hugh A. Johnson & Co., is a good 
deal less encyclopedic than Wiesen- 
berger’s, but it does have some advan- 
tages especially for mutual fund sales- 
men looking for a sales tool: where 
the Wiesenberger book is heavy on 
statistics, the Johnson book empha- 
sizes large, colorful easy-to-read 


Arthur Wiesenberger 


Forses, JuLY 1, 1959 
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FUNDS 
VS.THE MARKET 


= 


TAX SHELTERED INVESTMENT 


You con convert into a capital asset funds that you are compelled to pay out in income 
taxes, by purchasing ovr Annual Premium Deferred Annuity. We will lend you all the money 
necessary to poy the premiums ond chorge you only 414% interest which is deductible for 
income tax purposes under the 1954 Code. The Guoronteed Cash Value of the Annuity increases 
at 314% interest, compounded annually. This creates tremendous profits depending upon 
toxpoyer’s toxable income. Full details will be furnished without obligation upon request. 


R. C. SALLEY, President 


SAM HOUSTON LIFE INSURANCE COMPANY 
3030 Louisiana Street Houston 6, Texas 


charts. Also provided: a series of 
transparent overlays which enable 
the reader quickly to compare each 
fund’s performance with that of cer- 
tain popular averages and with the 
market performance of several popu- 
lar common stocks. 

The new Wiesenberger book sells 
for $25. Johnson's book brings $35. 


BATTLING THE FUNDS 


MIDAS—that’s the pitchy-sounding 
title Fidelity Bankers Insurance Corp. 


of Richmond, Va. has given a new | 


plan to help its salesmen in their 
battle against mutual funds for a 
share of the family man’s savings. 
MIDAS (Mutual Investments De- 
signed as Security) combines an or- 
dinary life insurance policy with a 
variable annuity in the form of shares 
in a common stock fund established 
and managed by a Fidelity subsidiary. 
Fund shares, which carry no load 
charge, are offered only to policy 
holders. Secured chiefly by common 
stocks, the fund shares may vary 
during the premium-paying years of 
the purchaser but are converted into 
a fixed-income annuity upon his re- 
tirement. This makes the MIDAS 
plan different from other variable 
annuities on two counts, according to 
Fidelity’s chief executive and one 
time Director of Internal Revenue, 
T. Coleman Andrews. First, the 
equity shares are not sold in place of, 
but as a supplement to, ordinary life 
insurance. Second, the shares are 
converted to a fixed income annuity 
upon maturity, whereas most variable 
annuities fluctuate in value not only 
during the premium-paying years but 
in the income-paying years as well. 


Forres, JULY 1, 1959 


NATIONAL ALDENS 
INVESTORS 


CORPORATION 
DIVIDEND NOTICE 
The Growth Stock Mutual Fund The Board of Directors has declared 


si the following dividends: 
G +S £ Preferred Stock 
A quarterly dividend of $1.061%4 
consecutive payoble July 1, 1959 
dividend to stockholders of record 
June 11, 1959 
6 CENTS A SHARE. Common Stock 


— A quarterly dividend of 30c 


poyoble July 1, 1959 
Payable June 30, 1959 to stockholders of record 
Record Date June 10, 1959 June 11, 1959 
Robert W. Jackson, President 


65 Broadway, New York 6, N. Y. Aldens. tac 


BROAD STREET 


INVESTING 


CORPORATION 
A Diversified Mutual Fund Dividend Notice 


th Peters The Board of Directors of Northern 
FS Pacific Railway Company today de- 
consecutive =~: clared a quarterly dividend of 50 cents 


quarterly : = per share on the outstanding capital 


; stock of the Company, payable on 
Gividend _—— July 31, 1959, to holders of record at 
10 CENTS A SHARE. the close of business on July 10, 1959 


A. M. GoTTscHALD 
ay 28, 1959 < 
Payable June 30, 1959 May Secretary 


Record Date June 9, 1959 


66 Broadway, New York 6, N. Y. 


Is the Market Headed for 
700 ... or 600 in The Dow Jones? 


Throughout early spring investors across the nation were cx 1 the apparent indecisior 
Dow Jones Industrials. Abrupt declines and sporadic recover) ’ ppt this Av erage lox ked betwee 
and 630 for over a month Then, what many felt was the k r “ Tally sent the averages t 
time high But, the market at a whole failed to perform proportion salty at capital seemed to be 
the most promising growth securities. Did this indicate trends of weakness? Or can we expect 
the 1958 bull market 
itical turning points while there w still time to act—and profit—the technical analysts at 
s Research developed an excl uive Multiple Trend Analysis—a complex battery of tools including 
This continuing analysis now poin le me very definite con 
regards market action { yw the new vear If. within the last 2 weeks 1 have wondered wher 
your profits into cash, you are urged to accept the Special Offer descr bed below 
ACT NOW: Send just $1 today to receive our current market report plus a 5-week trial subscription 
° oe complete IR market service covering 500 stocks and 45 key industry groups. Just mail the coupon 
below 


INVESTORS RESEARCH 


Company (Dept. F-7 
P y ( pt F 73) Please air mail current market 
922 Laguna Street report, plus a 5-week trial sub- 
scription. Enclosed is $1 

RESEARCH Santa Barbara, Calif. 
Name 


Address 
*Serving Investors in 49 States and 20 Foreign Nations. 


30 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 

Dividend No. 198 

65 cents per shore; 

PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 

Dividend No, 49 

28 cents per share; 

PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 

Dividend No. 45 

28) cents per shore 


The above dividends are pay- 
able July 31, 1959 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P.C. HALE, Treasurer 


June 18, 1959 


INTERNATIONAL 
SHOE 
COMPANY 


19382 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 45¢ 
per share payable on July 1, 
1959 to stockholders of record 
at the close of business June 
12, 1959, was declared by the 
Board of Directors. 


ROBERT O. MONNIG 
Vice-President and Treasurer 


June 2, 1959 


LURIE 


(CONTINUED FROM PAGE 40) 


| 
businesses. It does not require the at 


times over-rated label of growth. 

For example, Deere & Company 
seems on the way to a record $7.50 
per share 1959 profit notwithstanding 
a sharp decline in export sales and a 
slight decline in domestic cash farm 
income. The “plus” lies in the fact 
that higher wages and larger farms | 
spell a need for greater mechanization. 
With the $2 dividend likely to be | 
liberalized later in the year, Deere is | 
an interesting speculation below 60. 

Harbison-Walker, one of our lead- 
ing refractories companies, is another 
illustration of the fact that interesting 
values often can be found in the least 
expected places. On longer term view, 
the company is benefiting from the fact 
that yesterday’s brickmakers have 
become today’s refractory scientists. 
On immediate view, the company is 
benefiting from the fact that its cus- 
tomer diversification outside the steel 
industry is wider than ever before. 
Furthermore, new steel-making tech- 
nologies require more expensive re- 
fractory materials and are making 
obsolete existing installations. With 
Harbison enjoying a $4 earnings po- 
tential, and the $1.80 dividend a candi- 
date for another increase later on, 
the stock is an interesting speculation 
in the low 50s. 

Revitalized managements also can 
spell speculative opportunities, which 
brings to mind Rheem Manufacturing 
in the low 20s. This management 
seems to be doing an excellent job of 


| strengthening the company’s position 


via debt and inventory reduction, the 
sale of unused surplus properties, the 
elimination of unprofitable product 
lines. In May for example, Rheem 
sold a defense products plant which 
reportedly had been losing over $1 
per share annually. Asa result of the 
foregoing, and other factors, the $1.50 
per share 1959 earnings potential 
probably does not represent the full 
measure of the ultimate earnings 
recovery. And a regular dividend basis 
seems likely before the year is out. 

Speaking of the changes which can 
be brought about by alert manage- 
ments, a very interesting situation 
seems to be developing in Continental 
Copper & Steel Industries, now around 
13. There is a large amount of work re- 
quired to modernize the electrical wir- 
ing in the average American home, 
and Continental is conceded to be 
the largest manufacturer of so-called 
building wire. The company is 
pursuing an ambitious integration 
program which eventually will in- 
crease its pretax profit margin. More- 


Pacific Gas and Electric 


Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 174 


The Board of Directors on 
June 17, 1959, declared a 
cash dividend tor the sec- 
ond quarter of the yeor 
of 65 cents per share 
pon the Company's com- 
mon capital stock. This 
dividend w be paid by 
check on July 15, 1959, te 
common stockholders of 
record at the close of 
business on June 26, 1959. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
Son Francisco, Calif. 


Dri- Continental 


Corporation 


A Diversified Closed-End 


Investment Company 
Second Quarter Dividends 
Record Date June 19, 1959 


30 cents a share 


on the COMMON STOCK 
Payable July 1, 1959 


672 cents a share on the 
$2.70 PREFERRED STOCK 
Payable July 1, 1959 


65 Broadway, New York 6, N. Y. 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day, declared the following quarterly 
dividends 
5O0¢ per share on Common Stock. 
2834 ¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
July 15, 1959 to stockholders of 
record at the close of business June 
29, 1959 
Dividends on the 4.6% Cumulative 
25 par value Preferred Seock are pay- 
able September 15, 1959 to stock- 
holders of record August 31, 1959. 
ROBERT A. WALLACE 
Vice President and Secretary 
— 16, 1959 
New Jersey 
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over, the scope of the company’s 
business has been expanded. 

The improvement is just becoming 
discernible with profits for the June 
quarter likely to be sharply ahead of 
previous quarters. Despite a slow 
start, earnings for the fiscal year 
which ended last month could be in 
the area of 75c per share. Even more 
important, earnings could double in 
the succeeding 12 months. Meanwhile, 
the stock has the support of a 2% 
annual stock dividend plus 70c¢ cash. 

In a broad way, the market prob- 
ably has entered a trading area some- 
what similar to that which existed 
from 1955 to 1957. Thus any major 
decision may have been postponed un- 
til later in the summer. But there are 
individual opportunities at all times. 
Norfolk & Western is probably a very 
interesting long-term commitment at 
around 90, and for reasons other than 
the possibility that the $4 dividend 
will be liberalized , or that the road 
may earn over $9 per share this 
year vs. $7.57 per share in 1958. 
To conclude, Norfolk & Western's 
earnings trend is towards a_ higher 
plateau inasrnuch as the full benefits 
of dieselization will become effective 
next year, and the pending merger 
with the Virginian Railway can result 
in important savings 


HOOPER 


(CONTINUED FROM PAGE 45) 


earnings ratio of U.S. Foil B is only 
about 1319. It is only fair to say that 
the spread between the two stocks 
seems to remain approximately con- 
stant. But that does not alter the fact 
that intrinsically U.S. Foil is a much 
better value than Reynolds Metals. 

For the first time in nearly ten years, 
I will not have a column in the next 
issue of Forses. During my extended 
holiday overseas, I have arranged for 
competent substitutes to fill this space. 
I'll be back, with fresh ideas I hope, 
in the September Ist issue. 


SUBSCRIPTION RATES: United States 
and Canada, 1 year $6; 2 vears $9. For- 
eign and Pan American, $4 a year ex- 
tra. 

SUBSCRIPTION SERVICE: Please mail 
subscription orders, correspondence 
and instructions for change of address 
to: 

FORBES SUBSCRIBERS SERVICE 

70 Fifth Avenue 
New York 11, N. Y. 


CHANGE OF ADDRESS: Please send 
old address (exactly as imprinted on 
mailing label of your copy of ForBEs) 
and new address (with zone number 
if any); allow four weeks for change- 
over. 


Forses, suty 1, 1959 
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WHAT CLIENTS SAY: 
| Forbes Securities Management inc. | 
Am well pleased with the | 70 Fifth Avenue, New York 11, N. Y. | 
roices you have heen a 
ing me end heve coutéenx | ! may be interested in retaining the services of FORBES | 
a | SECURITIES MANAGEMENT. Will you kindly send me | 
gay without obligation, complete details? My present invest 
tion will continue to ade | ments are valued at approximately $ | 
quately cover my situation | | have an additional $ in cash avail. | 
wu | able for investment | 
| Name | 
Please Print | 
| 
City Zone State | 
| Subsidiary of FORBES Inc 1042 


S Your 


I nvestment Pr rogram 


a Lamily Affair 


— or do you, like Methuselah, expect to live 900 years? 


I'S a blunt question, but it’s one which we all must 

face. We buy insurance, annuities, invest in securi 
thes, establish trust funds, do anything and evervthine 
possible to provide for those whom we will someday 
leave behind 


but many of us forget that there are no schools for 
widows, that unless we make the proper provisions TO 
DAY, we are apt to make someone's tomorrow a fright 
fully heavy burden particularly if that someone is 
suddenly and unexpectedly called upon to step into your 
shoes and manage the family’s finances. 


Without proper guidance, a sizable portfolio of securities may prove to be a 
constant source of worry, rather than the sheltered harbor which vou had 
intended. Times change. Values fluctuate. The volume of the so-called “ex 
pert” advice now available to the investor is enough to confuse even the most 
experienced 


You wouldn't leave your estate in the hands of a lawyer or a banker, no matter 
how prominent, unless you were convinced that he would act as a trusted 
friend. You would want to know him, test his judgment, be convinced that he 
could always be counted upon to act in your family’s best interests 

What about your securities then that portion of your estate which not only 
requires a specialized knowledge, but which, in all probability, may also re 
quire more time, more personal supervision than you anticipate? 


We submit that NOW is the time to provide for competent investment quid- 
ance... NOW, while you are still in a position to become thoroughly familiar 
with its performance, its reliability, its adaptability to your family’s future 
requirements. 


Phere are many other reasons why investors with substantial portfolios should 
acquaint themselves with FORBES SECURITIES MANAGEMENT but 


this is a mighty important one to take care of right now. Send oupon today 
for Free Descriptive Booklet 


Mail Coupon — No Obligation 


>) 
| 
| 
| 
| 
| 
4 


READERS SAY 


(CONTINUED FROM PAGE 4) 


special Forses issue on the Army, and, 
on behalf of the United States Army, 
Europe, may I express our sincere ap- 
preciation. 

This excellent presentation is certain 
to contribute to greater understanding of 
our needs, strengths, and capabilities. 

Factual and objective, your report is a 
real service to the Army and to the 
people of our country. If there exists a 
tendency toward too great reliance on 
so-called pushbutton warfare, this special 
issue of Forses should do much toward 
dispelling such an erroneous concept. 

C. D. EppLeMan 
General, U.S. Army 
Commander in Chief, 
U.S. Army, Europe 
APO 403, New York 


Sir: It is an unfortunate fact of life 
that in this age of the glamour of scien- 
tific ventures in space and supersonics, 
it has been difficult to maintain a public 
appreciation of the essentiality of a 
strong national defense and the impor- 
tant role a strong Army must play in it. 
The penetrating analysis in your June 1 
issue should help bring into better focus 
for the American people our basic needs. 

WaLTer L. WEIBLE 
Lt. General, USA-Ret. 
Executive Vice President, 
Assn. of the U.S. Army 
Washington 


Sir: The June Ist issue of your splen- 
did magazine is a substantial contribu- 
tion toward the acceptance of the Army 
programs at this important period. I be- 
lieve that you have met your objectives 
of thoroughly publicizing the necessity 
for “more Army, better equipped” and 
of clearly and concisely stating its needs 
based on any type of future conflict. 

In Army research and development, 
we have some rather significant actions 
that we feel we must take with our pro- 
grams. These affect industry and our 
future force posture so extensively that 
I thought I would mention them here, as 
a matter of interest. 

First, we say we need more boldness 
in our programs to come up with effec- 
tive weapons and materiel in a shorter 
length of time. We infuse boldness in 
our programs in three ways: by aggres- 
sively seeking new developments and 
taking advantage of scientific break- 
throughs; by getting into production 
early utilizing systems engineering when 
feasibility studies indicate promise; and 
by cutting off unprofitable projects that 
do not contribute to future combat. 

In your magazine you quoted me as 
saying that “we are such perfectionists 
that we want everything but the kitchen 
sink in a weapon.” The rest of this 
thought is that this perfection is a nebu- 
lous goal and improvement from 92% 
to 95% may easily double the time and 
cost involved without a corresponding 


gain, a simple application of the law of 
diminishing returns! 
Artuur G. TRUDEAU 
Lieutenant General, GS 
Chief of Research & Development, 
Department of the Army 
Washington 


Str: It seems the old army of World 
War II that could shoot, salute and march 
is sort of on the shelf. But I read that 
Forses’ Publisher Malcolm Forbes is an 
ex-infantry sergeant as well as an editor. 
That is fine. I am an ex-infantry ser- 
geant myself, served with the famous 
27th infantry regiment. 

Now, Sarg, how come you let your 
men expose themselves as they do right 
on the front cover of the magazine? My 
achin’ sacroiliac!!! They are sittin’ 
ducks! What is the old infantry coming 
to? You know that as well as I do, 
Sarg. Now, that ain’t the way we did 
it in the old 27th, son. We covered up! 

The photographic technique is su- 
perb. But the “exposure” of your men 
in that position is a travesty on the good 
old ex-infantry—especially us ex-infan- 
try sergeants. 

INGVALD KJERA 
Great Falls, Montana 


Sir: I studied the articles, rather than 
read them. I think that we owe you a 
vote of thanks for the clear, concise and 
appealing way in which you have pre- 
sented the Army’s position and its needs. 

You will be interested to know that 
this is not my opinion only. Yesterday, 
one of my legal officers who subscribes 
to Forses brought over to me his copy 
in the expectation as he put it that I 
“would be delighted to see in a national 
publication the case for the Army so 
well presented.” 

In addition, the timing of the issue is 
most fortuitous in view of the current 
hassle in Congress over the details of the 
Military Appropriations bill! 

Earte G. WHEELER 
Major General, USA 
Commanding Headquarters 
Fort Hood, Texas 


Sir: The romance of modern scientific 
advancement has caused too many to 
cast aside the history-proven facts of 
military life and entirely discredit the 
further need for the infantry soldier. 
You have done a service to your country 
by bringing these facts to the attention 
of the civilian leaders among your 
readers 

KennetH A. Dick 
Comptroller, 
University of Idaho 
Moscow, Idaho 


Str: Only last month did I assume the 
position of Director of Army Research 
and Development, and my decision to 
leave industry was, to a large extent, 
motivated by the important need for 


added emphasis in the research and de- 
velopment field. As we move away from 
a concept of massive retaliation, it ap- 
pears the Army must, of necessity, play 
a more important role if our country is 
to meet its obligations to the free world 


in terms of limited war activity. 
Ricuarp S. Morse 
Director of Research & Development, 
Department of the Army 

Washington 


Sir: It is necessary that we bring army 
equipment up to date, and the general 
public must be made to realize this. It 
is, of course, difficult to decide where 
to spend, and how much, of our hard 
earned tax dollars, but it seems to me 
that our relatively small army must be 
equipped with the most modern weapons 

Cart W. Keurrei 
President, 
Keuffel & Esser Co 
Hoboken, N. J. 


Sir: Since our main national objective 
appears to be the denying of territorial 
aggrandizement to the Communists, and 
since apparently we are now in a posi- 
tion of balanced nuclear destructive ca- 
pacities, this country must then be 
prepared to prevent or turn back limited, 
small-scale Soviet aggressions. Here the 
Army and the Marine Corps have the 
principal missions. These services re- 
quire more manpower, as well as prudent 
modernization of weapons and greater 
strategic mobility. You have made these 
points stand out clearly. 

Howarp SNYDER 
Brigadier General, USA 
Asst. Division Commander, 
2d Armored Division 
Ft. Hood, Texas 


Sir: The discerning presentation of the 
Army’s role today and of its essential 
needs will be invaluable in bringing to 
the attention of an influential segment of 
the American public the situation con- 
fronting the U.S. Army at this time. I, 
of course, especially appreciate your 
reference to the part members of the 
Women’s Army Corps would play “if the 
balloon went up.” 

Mary Lovise MILLIGAN 

Colonel, GS 

Director, Women’s Army Corps 
Washington 


Sir: Having spent considerable time 
in one of those border units along the 
iron curtain, I could picture myself back 
in the service again. 

I do, however, feel amused as I remem- 
ber every time a dignitary or noted person 
would arrive on a particular border post 
nothing would stand in the way to have 
the entire unit “standing tall.” It’s too bad 
the arrival of VIP's is so broadly an- 
nounced and anticipated. Some day you 
should have the opportunity of dropping 
in on a cavalry battalion or regiment 
along the border or during one of the 
“alerts.” The percentage of vehicles that 
are able to move is extremely low. The 
equipment that the men have to work 
with is extremely poor. 

I simply wanted to have my saying 
regarding this matter but enjoyed your 
article and that on page 22, “The Army 
in Europe—Watch and Wait.” 

Louts M. LEONARD 
Philadelphia, Pa 
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GOODWIN 


(CONTINUED FROM PAGE 43) 


common stock. Finances are strong, 
with working capital amounting to 
$37.6 million. 

As this article is written, no one 
knows whether or not there will be a 
steel strike, or how long it will last. 
Nonetheless, it seems to me that, as 
a group, the steels are holding well 
and that, unless there is a prolonged 
strike, it appears that the steels can 
move higher. In this connection, I 
call attention to Wheeling Steel and 
Youngstown Sheet & Tube, the elev- 
enth and sixth ranked companies re- 
spectively. 

Wheeling Steel, mentioned here in 
January of this year, is acting quite 
well in my opinion, and I think it is 
an excellent purchase around its cur- 
rent price of 60, with additional pur- 
chases warranted on reactions. Ad- 
mittedly, the stock is sp’ ulative; 
however, earnings are in a strong up- 
trend this year, as the company’s 
main customers, namely, the automo- 
tive, container and construction in- 
dustries, are having a good year. In- 
deed, the company’s earnings have 
been estimated by various sources at 
between $7 and £8 a share this year. 
This might be a bit optimistic, and 
perhaps $6-$6.50 a share would be 
more realistic, depending, of course, 
upon the outcome of the steel negotia- 
tions currently under way. I think 
there is a good chance that the divi- 
dend will be raised later this vear. 
The current $2 rate affords a return 
of 3!3°. Finances are strong. 

Youngstown Sheet & Tube is a fine 
company, and I consider it one of the 
best in its field. The company is the 
sixth largest producer and specializes 
in light steels and tubular products. 
Finances are exceptionally strong, 
with cash items alone ($111.2 mil- 
lion) exceeding current liabilities. 
Working capital at December 31, 1958 
stood at $227.6 million. Book value 
was $137.77 per share. The company 
has a capacity of 6%4 million tons, and 
operations are fully integrated. Plants 
are located in Chicago and Youngs- 
town 

Capitalization consists of $112.2 
million in funded debt and 3,466,198 
shares of common stock. Sales and 
earnings this year are estimated at 
close to $700 million and $12 a share 
respectively, so that a year-end extra 
dividend would not be surprising 
Current annual rate. $5 per 
Recent price, 128%4 


share. 


Advance release of Forses columnists’ 
regular articles excepting Mr Lurie’s, 
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“BUSINESS OF 


In the history of the world the prize 
has not gone to those species which 
specialized in methods of violence, or 
even in defensive armor. In fact, na- 
ture began with producing animals 
encased in hard shells for defense 
against the ills of life. It also experi- 
mented in size. But smaller animals, 
without external armor, warm- 
blooded, sensitive, alert, have cleared 
those monsters off the face of the 
earth. —A. N. WHITEHEAD. 


Wisdom is the power to put our 
time and our knowledge to the proper 
use. —Tuomas J. Watson. 


That is what makes science a real 
adventure—you can reason and 
prophesy certain things before you 
make your experiment, but in the 
‘middle of it you may stumble on to 
something just as unexpected as the 
islands which stopped Columbus on 
his journey to the Far East. 

—Paut H. DeKrutr. 


_ The clean tongue, the clear head, 
and the bright eye are birthrights of 
each day. —Dr. WILLIAM OSLER. 


All our progress is an unfolding, 
like the vegetable bud. You have first 
an instinct, then an opinion, then a 
knowledge, as the plant has root, bud 
and fruit. Trust the instinct to the 
end, though you can render no reason. 

Wacpo EMERSON. 


Better be unborn than untaught, for 
ignorance is the root of misfortune. 
—PLATO. 


Talk is by far the most accessible of 
pleasures. It costs nothing in money, 
it is all profit, it completes our educa- 
tion, founds and fosters our friend- 
ships, and can be enjoyed at any age 
and in almost any state of health. 

—Rosert Louis STEVENSON. 


Patience is a most necessary quali- 
fication for business; many a man 
would rather you heard his story than 
granted his request. 

—Lorp CHESTERFIELD. 


The fine art of executive decision 
consists in not deciding questions that 
are not now pertinent, in not deciding 
prematurely, in not making decisions 
that cannot be made effective, and in 
not making decisions that others 
should make. —Cuester I. BARNARD. 
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Science is a first-rate piece of fur- 
niture for a man’s upper chamber, if 
he has common sense on the ground 
floor. —OLIverR WENDELL HoLMEs. 


B. C. FORBES: 


The man who hasn't time to 
read hasn’t time to succeed. 
Every line of business today is 
influenced by a thousand factors. 
No individual can equip himself 
to make the most intelligent de- 
cisions unless he devotes con- 
siderable time to ascertaining, 
through reading, what is going 
on. Rarely is it sufficient for an 
executive to read only what is 
happening in his own line. To 
cultivate breadth of background, 
and to analyze efficiently his 
own problems and prospects, he 
must read at least one well- 
rounded business publication in 
| order to detect developments | 

which will affect his own line. | 
The lawyer or doctor or engi- | 

neer or chemist who declared, 

“IT haven't time to read,” would 

be shunned by clients because 
| they would know he could not 

possibly be abreast of the times, 
equipped to utilize to the best 
advantage the latest discoveries. | 

Business today has become as | 

difficult to master as any pro- 

fession, and he who would suc- 
ceed in it must so organize his 
affairs that he leaves time for 
reading. Only a poor organizer 
finds himself without time to 
| read. No ambitious, progressive, 
aggressive man of affairs, eager 
| to rise nearer the top tomorrow, 
| can afford not to read periodic- 
| als and books calculated to in- 
crease his store of knowledge. 


I have never found a man who knew 
how to take care of me, and reason- 
ing from that point out, I conjecture 
that there isn’t any man who knows 
how to take care of all the people of 
the United States.—Wooprow WILson. 


Democracy does not contain any 
force which will check the constant 
tendency to put more and more on 
the public payroll. The state is like a 
hive of bees in which the drones dis- 
play, multiply and starve the workers 
so the idlers will consume the food 
and the workers will perish. —Ptaro. 


There is, and always has been, one 
tremendous ruler of the human race— 
and that ruler is that combination of 
the opinions of all, the leveling up of 
universal sense which is called public 
sentiment. That is the ever-present 
regulator and police of humanity. 

—Tuomas B. REep. 


National progress is the sum of in- 
dividual industry, energy, and up- 
rightness, as national decay is of in- 
dividual idleness, selfishness, and vice. 

—SAMUEL SMILES. 


Like most older people, I am con- 
stantly fighting the temptation to slip 
into self-absorption. If one loses in- 
terest in the people who tie one to life, 
then it is very easy to lose interest in 
the world as a whole. This, I think, is 
the beginning of death. For all of us, 
as we grow older, perhaps the most 
important thing is to keep alive our 
love for others and to believe that ou 
love and interest are as vitally neces- 
sary to them as to us. 

—ELEANOR ROOSEVELT. 


It is very sad for a man to make 
himself servant to a single thing; his 
manhood all taken out of him by the 
hydraulic pressure of excessive busi- 
ness. —THEODORE PARKER. 


Labor rids us of three great evils— 
irksomeness, vice and poverty. 
—VOLTAIRE. 


If I am looking for intelligent and 
unselfish understanding of our prob- 
lems, and a generous approach to their 
solution, I shall seek it among the 
makers and builders with far more 
confidence than among the talkers, the 
manipulators and the vote seekers. 

—WALTER TEAGUE. 


| 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 


A Text... 


Know ye not that they which run in a 


race run all, but one receiveth the prize? 


Sent in by Helen Kemper, Boston, 
Mass. What's vour favorite text? 


\ Forbes book is presenteed to 
senders of texts used 


So run, that you may obtain. 


—COorRINTHIANS 9: 24 
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engined executive aircraft made in the United States. 
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NEW YORK 17, 


AVCO CORPORATION / 750 THIRD AVENUE, 
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Buildings...Color... 


It can come today or tomorrow—that time when you need a new 
building for your store, manufacturing plant, warehouse or farm. 


You want your building to be low cost yet handsome. Quickly 
erected yet solidly built. Efficient. Easily maintained. Long lived. 
For all of these, select a fine building from the broad line that 
has established National Steel, through its Stran-Steel division, 
as a leader in the development of steel buildings. 


And now, color . . . a National Steel first! Today, through its 
Stran-Steel division, National Steel is offering a major new 
building development—beautiful factory-applied color coating in 


NATIONAL 


lustrous Stran-Satin blue, rose, green, bronze, white, gray or any 
combination. Yes, lasting beauty and extra weather protection 
at a cost usually less than | per cent of building cost. (For 
literature, write Stran-Steel Corporation, Detroit 29, Michigan.) 


Pre-engineered buildings in factory-applied colors are typical of 
the many continuing advances that National Steel brings to 
American industry through its six major divisions: Great Lakes 
Steel Corporation, Weirton Steel Company, Enamelstrip Cor- 
poration, The Hanna Furnace Corporation, National Steel 
Products Company and, of course, Stran-Steel Corporation. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 


NATIONAL 


